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What a timesaver! 
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Touch Control! 
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Real shift freedom! 
No more 
“bobbing carriage”! 
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Supreme in the field of 


Business Systems 


That’s Ditto Precisely! 


It’s Ditto’s great flexibility and adaptability 
that make it Supreme in the Field of Business 
Systems. It all: starts with ie A sa clean, 
low cost, errorless copies—of orders and in- 
voices, production orders, payroll records, 
purchasing and receiving forms. 


These copies are made from a paper original 
—no mats, no stencils. Two or more originals 
can be made at one time! Any part or all of 
the information may be copied at will! Four 
to eight colors are made in one operation! 
Figures may be recorded as accumulated, copied 
when completed. Originals may be used re- 
petitively. 


That’s the whole secret—simplicity, great 
flexibility, economy! That’s why in tens of 
thousands of organizations throughout the 
country Ditto machines are speeding paper 
work, increasing efficiency, and improving 
profit margins. 


DITT 


TRADE MARK REG. U. S. PAT OFF 


Business Syslivnd 





Se 88888 eee MAIL COUPON TODAY 


PAYROLL—AII records from one single writing! 


PRODUCTION—Save up to 36 hours getting 
orders into your shop! 


PURCHASING—Get raw materials 10 days faster! 


ORDER-BILLING—Eliminate 90 per cent of all 
typing. 





DITTO, Inc., 2207 W. Harrison Street 
Chicago 12, Ill. 


Please send us free, without obligation, actual 
forms and literature showing how Ditto can 
be used in our business. 


Company Name. ci ctiidimacenctiarthensadatviadtad sake 


My Nawe,..... dasdsewands vam CO biiensiapnescsear 
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IAS offers to qualified 
accountants a C. P.A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, tnc. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 





CHICAGO 6, ILLINOIS 
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Introducing This Month’s Authors 








A partner of McKinsey, Kearney and Com- 
pany, Chicago, with which he has been asso- 
ciated since 1943, and a graduate of Indiana 
University, War- 
ren G. Bailey has 
an excellent per- 
spective for his 
discussion (“The 
Controller: His 
Authority,” page 
85). After two 
years as cost ac- 
countant with 
Oliver Plow 
Works, he was an 
instructor of eco- 
nomics in Indiana 
Central College 
and later assistant 
professor of eco- 
nomics, and au- 
ditor, at Miami 
University, Oxford, Ohio. In 1918 he joined 
Arthur Young and Co. as an industrial engi- 
neer; then served as senior association man- 
agement engineer with Griffenhagen & Asso- 
ciates; later with Business Research Corpora- 
tion, being vice-president in 1936, when he 
became president and general manager of O- 
Cedar Corporation. There followed a regional 
WPB managership before ‘in 1941, he joined 
Fruehauf Trailer Company, Detroit, as control- 
ler. Mr. Bailey was co-author, in 1927, of “Ac- 
counting Procedures for Public Utilities.” 





MR. BAILEY 


We are happy to present Mr. Bellows’ 
thoughts on ‘Selection and Placement of Ad- 
ministrative and Office Personnel,” (page 98) 
for it is of par- 
ticular interest in Er 
these cost-con- 
scious days. The 
author, at present 
manager of the 
mid-western divi- 
sion, Methods En- 
gineering Council, 
of Kansas City, 
Missouri, previ- 
ously held respon- 
sible positions with 
Ohio Brass Com- 
pany, 1927-1942, 
after being con- 
nected with Wal- 
don Worcester, 
Inc., from 1923 on. 
After hours, Mr. Bellows continues ‘selection and 
placement” in his hobbies, golfing and fishing. 





MR. BELLOWS 


As a national director of the Controllers 
Institute of America, and chairman of its 
Committee on Technical Information and Re- 
search, Mr. Bue- 
tow (“Annual Re- 
ports to Stock- 
holders,” page 74) 
is known to read- 
ers of THE Con- 
TROLLER. Treas- 
urer and control- 
ler, he is also a 
director of Minne- 
sota Mining and 
Manufacturing 
Company, of St. 
Paul, being asso- 
ciated with the 
company since 
1926. A graduate 
of the University of Minnesota, Mr. Buetow, 
who was in public and municipal accounting 





MR. BUETOW 


before 1926, serves as a director, First Mer- 
chants State Bank, St. Paul; and Trustee, Com- 
munity and War Relief Chest. He is also a 
former director and first vice-president, St. 
Paul Association of Commerce; former direc- 
tor, Community Chest; member, Governor's 
Committees on Unemployment Compensation, 
and Vocational Training; member, Technical 
Committees, Twin Cities Tax Plan; Trustee, 
Controllership Foundation, Inc.; and member, 
Committee on Federal Taxation, of The In- 
stitute. 


The opening article in this issue by Mr. 
Burnell (‘Appraisal of Fixed Assets,” . page 
72), bespeaks a background of experience 
which should 
entitle him to be 
heard. It includes 
subordinate engi- 
neering and con- 
struction experi- 
ence of three years, 
construction su- 
perintendency for 
fifteen years here 
and abroad, and 
County Engineer 
of Harris County, 
Texas, 1915-16, 
on leave of ab- 
sence from Stone 
and Webster. Mr. 
Burnell served as 
appraisal engineer 
for the latter, 1923-1927, and appraisal man- 
ager since 1928. In 1939 he was made a vice- 
president. 

When in a. reminiscent mood, Mr. Burnell 
has been heard to remark that his experience 
“goes back to the day when we were still 
operating under the protection of the Con- 
stitution’; and, more specifically, that experi- 
ence and some knowledge of business eco- 
nomics have convinced him that the cost to 
reproduce a property, which is suitably de- 
signed and built, and well maintained, is still 
an indispensable factor. 





MR. BURNELL 


E. Stewart Freeman (‘The Functions the 
Controller Should Be Prepared to Perform,’ 
page 90) has reviewed many books and con- 
tributed other ar- 
ticles to our pages. 
He was president 
of the New Eng- 
land Control of 
The Institute in 
1939-1940, and a 
director, 1935 to 
1941. 

Born in New 
York City, Mr. 
Freeman moved 
to Massachusetts 
when the Denni- 
son Manufacturing 
Company, of 
which he is now 
company auditor, 
transferred its of- 
fices to Framingham. Before his present posi- 
tion, he had served as sales statistician, factory 
cost accountant, tax accountant, market re- 
search manager, chief accountant, budget con- 
troller, European auditor, and secretary and 
treasurer of the company’s foreign subsidiaries. 
In 1918-1919, he was assistant editor of the 
“Weekly Statistical Report’? which summarized 
for President Wilson the wat’s progress and 
the reconversion to peace. Besides his activi- 
ties in the Controllers Institute, Mr. Freeman 
is a member of the ‘National Committee on 


Bachrach 





MR. FREEMAN 


‘to serving for three 





Research, National Association of Cost Ac. 
countants, and has long been a member also 
of the American Economic and American Sta. 
tistical Associations. 


When first we contacted Mr. Grubbs, te. 
garding “Internal Auditing Objectives” (page 
92), he was audit supervisor, United: States 
Steel Corporation 
of Delaware. 
Later in 1945, he 
was appointed 
treasurer, Lus- 
combe Airplane 
Corporation, in 
Dallas, Texas. An 
alumnus of the 
University of Pitts- 
burgh, Mr. Grubbs 
had a brief expe- 
rience in public 
accounting prior 





years as secretary 
and auditor, Un- 
derwriters Syndi- 
cate of Pennsyl- 
vania. Later he was manager, Liquidation 
Department, Westinghouse Acceptance Corpo- 
ration, and in 1929 became associated with 
Oil Well Supply Company. 


In Mr. Martin’s opinion, “a biographical 
sketch or a photograph will not help the arti- 
cle one bit.” The article (“The Outlook for 
Inflation,” page 
114) needs no 
help, as a reading 
will prove. And 
despite the genu- 
ine modesty im- 
plied in Mr. Mar- 
tin’s statement, we 
wish to identify 
him as vice-presi- 
dent, First Na- 
tional Bank in 
Houston, since 
May 1944. Until 
then, from 1933, 
he was a national 
bank examiner, be- 
ing resident ex- 
aminer inthe 
Houston district at the time of his appoint- 
ment. Mr. Martin, in banking and bank examiner 
activity since 1923, when he graduated from 
Texas University, now conducts, for the Ameri- 
can Institute of Banking, a course on “Bank Ad- 


MR. GRUBBS 


MR. MARTIN 





ministration.” 


By coincidence, Mr. Wallace’s article (“Ex 
plaining Profits to Employees,’ page 75), 
reached us the same day the public prints an- 
nounced: ‘‘Frank 
Wallace, a senior 
associate, special- 
izing in manage- 
ment controls and 
organization, has 
become a principal 
of McKinsey and 
Company, Manage- 
ment Consultants, 
New York.” 

A native of 
Texas, Mr. Wal- 
lace attended Rice 
Institute and Har- 
vard Business 





School, entered Conway 
public accounting, MR. WALLACE 
received his C.P.A. 


in Missouri, and practiced in Kansas City and 
Washington, D. C., before joining McKinsey 
and Companv several years ago. His manage 
ment consulting work has involved the presen 
tation of complex data in simple form fo 
executive decision. —PauL HAASE 















tax 


diffi 
criti 
cerr 


wl 
an 
fo 














- Sta. 


» Te. 
Page 
states 


ation 
Orpo- 
with 


hical 
arti- 
¢ for 


page 


ding 
And 
genu- 


Mar- 
t, we 
ontify 
Dresi- 


in 
since 
Until 
1933, 
ional 
t, be- 
t ex: 

the 
oint- 
niner 
from 
meti- 
c Ad- 


Lid 


“Ex. 
75), 
S an- 


away 








The Controller, February, 1946 


YOUR FINAL AUTHORITY / 


... check NOW with 


MONTGOMERY'S 


Federal Taxes on 
Corporations 1945-46 


problems to reviewing completed 
returns, here in this 1945-46 issue 
is the help you want on corporation 
taxes in any company, of whatever size. 


Pree getting leads on particular 


Entirely on Corporation Tax 


In one place for quick reference and 
easy application, you have a systematic, 
beginning-to-end and up-to-the-minute 
treatment of how the law operates now. 
You have 2,500 pages packed with down- 
to-earth advice and valuable interpreta- 
tions fundamental to seeing a company’s 
tax position and determining its tax 
strategy; guiding principles from thou- 
sands of cases, rulings and decisions; al- 
ternative courses and consequences—with 
explicit counsel on WHAT TO DO 
founded in experience of a nationally 
known organization of accountants. 


Changes in Law Up to Date 


Your company, every company, faces 
on 1945-46 taxes problems of unusual 
difficulty, calling on your part for many 
critical decisions. Of typical special con- 
cern are: 


Effects of the Revenue Act of 1945, 
which terminates the excess profits tax 
and makes necessary certain provisions 
for fiscal years ending in 1946: 





Get Now Also Montgomery’s 
“Federal Taxes on Estates, 
Trusts and Gifts 1945-46” 


Poa as in previous issues the ap- 
plication of the federal estate tax, 
gift tax, and those features of income 
tax peculiar to decedents, estates, and 
trusts. Special emphasis on estate plan- 
ning; what can and cannot be done to 
minimize tax burdens. 

For the attorney, 
accountant, or trust 
officer—and for the 
administrator or 
owner of property— 
nothing else ap- 
proaches it. Get 
your copy 


now, $7.50 











Immediate benefits possible under 
Tax Adjustment Act of 1945, and steps 
to obtain them; 

Time and manner of inclusion, for 
tax purposes, of income from term- 
inated war contracts; 

Proper treatment of reconversion costs 
and expenses. 


Montgomery’s Federal Taxes on Cor- 
porations 1945-46 helps you bring into 
focus all these developments. With it you 
can bring outstanding professional inter- 
pretation and foresight right down into 
the details of problems you want solved. 


Not Paralleled, Not 
Duplicated 


Montgomery’s manual analyzes and 
clarifies your hard questions in a way 
nothing else does. It anticipates the diff- 
culties you meet in individual situations; 
helps you elect and follow through the 
course best suited to company needs. It is 
a potent time-saver which tops off and 
implements your practical experience, 
your technical training, your available 


sources of information. 


Give Yourself This Expert Aid 


HOUSANDs of tax men have found in successive issues of this manual the easiest, most prac- 
tical way to keep posted on the intricacies of corporation tax. 


“Best books on subject being written.”—Thomas N. 


& Gallagher, New York. 


“Nothing else quite takes their place. I am continually using them.” 
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Counsel Outstanding in 

Range and Continuity of 

Experience Represented 

TANDARD since 1917 with tax ex- 

S perts and corporation executives. 
You get the counsel and judgment, 
on your problems, of specialists who 
have handled taxes for hundreds of 
corporations: 
ROBERT H. MONTGOMERY, 
Counsellor-at-Law and Certified Pub- 
lic Accountant. 


CONRAD B. TAYLOR, Certified 
Public Accountant; and 
MARK E. RICHARDSON, Certi- 
fied Public Accountant: 


—with an organization of associates 
exceptionally qualified in tax prac- 
tice. 





2 
Volumes 


715 


Loomis, Suffern & Fernald, Certified Public Accountants, New York. 
Won't you see for yourself how this 1945-46 issue will lighten your corporate tax work, rein- 
force the decisions you must make—see if, in fact, it doesn’t pay for itself the very first time 


you use it? Copies are ready for delivery. 


and mai! the order form below. 


The Ronald Press Company, Publishers 








Tarleau, of Willkie, Owen, Otis, Farr 


—Henry B. Fernald, of 


lo receive yours by an early post, merely fill in and 





15 East 26th Street 


Please send us at once: 


ESTABLISHED 1900 


New York 10, N.Y. 


(] Montgomery’s Federal Taxes on Corporations °45-46 (2 volumes).........-.+.+- $15.00 
(-] Montgomery’s Federal Taxes on Estates, Trusts and Gifts ’45-46................ 7.50 


Check below the way you prefer to make payment: 


oO Within 5 days after receipt, we will send price plus delivery. 


M 93 


() Check for price is enclosed. (We pay delivery if you remit with order.) 


Company or Firm (please print)................ 


ROE MEME ei cic acuta ievut kotsteseebdeces 


Business 


PERO. 2s cast ses nctacesiaincass sxeess 
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Editorial Comment 


Facts vs. Risks 


\ \ THY all this discussion concerning the facts— 
costs, financial, and others—involved in the op- 
eration of large industries, and so little attention to the 
risks which industry must face? Can it be that govern- 
ment and labor are devoting their energies to study of 
the first, while avoiding consideration of the latter? 

A controller, if he were sensitive, could well feel 
deeply hurt by the implication that facts were lacking 
or unknown with respect to the income and expenses 
of an industrial concern, large or small, which became 
involved in wage disputes. 

Controllers deal in facts. They are their stock in 
trade. They spend much of their time digging them 
up, compiling them, and passing them along to their 
managements. They also pass them along to a long 
list of governmental agencies, headed by the Securities 
and Exchange Commission and the Internal Revenue 
Bureau. 

Managements use these facts as a basis for making 
decisions as to the operation of the industries which are 
under their care, and for the successful outcome of 
which they are responsible as trustees for the owners. 

Managements must, however, in making use of the 
facts supplied by their controllers, inject another in- 
gredient, namely, judgment as to risks which must be 
met, an unknown factor which spells the difference be- 
tween success and failure; between the preservation of 
the assets entrusted to their care—the corpus of the 
enterprise—or its impairment. 

In calculating and evaluating these risks, manage- 
ment must study the future of the enterprise, financing 
problems, expansions, economic and competitive con- 
ditions, trends and development of the art, new meth- 
ods of manufacture, research, and new products, 
among other items. 

That is the field which government and labor would, 
apparently, like to enter. This immediately gives rise 
to the question, are they capable of being really helpful 
in these matters? Do they realize their short-comings 
and lack of training as potential managers of business? 
Could they be made to feel the same responsibility for 


70 


the success of the enterprise that managements now 
have? 

Management itself is a specialized calling. Because 
of the ability, foresight, training, experience, and other 
highly regarded attributes which successful industrial 
executives must possess, they constitute a group which 
has been most largely responsible for the success of 
American industry. 

Controllers are proud to be a part of management. 
Their part is to supply facts, to aid in interpreting them 
and their implications, and thus to point to risks which 
may be encountered. Controllers themselves are not 
managers of business. They do assist in making it pos- 
sible for managements to foresee risks and to solve the 
problems in that field. 

It is significant that the fact “finders” found all the 
facts concerning the General Motors operations and 
finance already in the hands of governmental agencies 
and in the company’s own reports. They did not have 
to look far for them. The controller had provided 
them in abundance, concisely stated and ready for use. 

But the intangibles, the risks, the plans for the fu- 
ture, the probable quick changes in costs and financial 
programs—they constitute another factor which no 
fact finders, however well equipped, could evaluate 
quickly and incorporate in a hastily prepared set of 
recommendations for a program to be followed over 
a considerable period. 

As a matter of fact, the ‘‘facts” in the General Mo- 
tors case concerning costs were rendered obsolete in a 
few days by the government-offered rise in the cost of 
steel. The proposed rise constituted a risk which un- 
doubtedly had been foreseen by the company’s execu- 
tives. Further, the added costs entailed by such a pros- 
pective advance in steel prices had beyond doubt been 


computed under the direction of the company’s control- § 


ler, and taken into consideration by its management. 
Management was functioning; government and labor 
were far behind, or were not giving thought at all to this 
possible turn of events. 

“Ability to pay” wage increases, which is one of the 
factors to which unions would tie wage scales, is in the 
field of the risks to be faced by industry. It is difficult 
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to compute for more than a short period, and in any 
event “ability to pay” if used as a base would have the 
effect of impairing competition, by putting heavy 
burdens on some companies, while giving others de- 
cided advantages. Here again is a risk with which man- 
agements must grapple. 

Facts versus risks, one comparatively easy for con- 
trollers to develop, under modern methods; the other 
shadowy and unpredictable, yet an important factor. 
The controller is in the middle of it all, himself an in- 
dispensable cog. 


Fifteenth Anniversary 


ha will be fifteen years next fall since the Controllers 

Institute of America came into the field as a mouth- 
piece for controllership. The anniversary will be fit- 
tingly observed during the Fifteenth Annual Meeting. 
The observance will be under the chairmanship of that 
veteran of such affairs, Mr. E. B. Nutt, of Standard Oil 
Company of New Jersey. Plans already are in the mak- 
ing. It will be a noteworthy milestone in the history 
of The Institute. 


Research Body Needed to Study National Debt 


Tigeaidusacuie of an impartial fact-finding research or- 
ganization to aid the government in solving the 
problem of the federal debt is advocated by Aubrey G. 
Lanston, vice-president of the First Boston Corpora- 
tion, in an article on “Crucial Problem of the Federal 
Debt,” which appears in the winter number of the Har- 
vatd Business Review. Congress and the Executive Of- 
fice must have help in arriving at sound decisions, he 
maintains. 

There are few who will disagree with this proposal. 
Mr. Lanston tilts at improvisations, compromises, and 
political expediences as the source of government ac- 
tions. He believes that a major catastrophe is in the 
offing if that policy is continued. He would bring 
about a sounder understanding of and a greater pop- 
ular support for the proper management of the public 
debt and related government functions. 

Mr. Lanston analyzes the annual burden of our $271 
billion federal debt and finds that it will amount to $9 
billion a year—with “no prospect under norma! condi- 
tions that the debt service charges will substantially de- 
crease over the next ten years.” 

The “political dynamite provided by our large total 
of interest payments” is then discussed. Says Mr. Lan- 
ston: “To avoid a politically dangerous increase in the 
total interest payments requires that we either (a) con- 
tinue indefinitely with our present high percentage of 
floating debt, or (b) bring about a further decrease in 
the interest rates on short-term securities sufficient to 
offset the increased costs of refunding small amounts 
of short-term debt into longer maturities.” 

The complexity of the situation is further high- 
lighted by reference to “the vulnerable position of the 
commercial banking system as the largest single holder 
of the country which “makes it possible for very severe 
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upward pressures to be applied to the price structure at 
a time when governmental controls (rationing, wages, 
and the like) are being lifted.” 

Mr. Lanston goes on to make the point that “a 
further lowering of financing rates would be definitely 
inflationary. Our war financing policies and methods 
have caused Treasury securities to be increasingly con- 
vertible into money. If we further lower the wage 
which money earns from investment in Treasury secu- 
rities, then we further destroy the distinction between 
the debt of the government and the money of the coun- 
try. This could serve only to accelerate the rate at 
which existing non-bank holdings of government se- 
curities would be transferred from non-bank holders 
to the commercial banks. The psychological impact of 
these transfers might be sufficient in itself to blow the 
top off the kettle.” 

Mr. Lanston would have this survey organization set 
up by law, to be directly responsible to and the tool of 
Congress, with one or three directors of the highest 
caliber and at salaries if need be as high as that of the 
President of the United States. The directors should 
select the staff, on a merit basis, thus attempting to 
avoid political difficulties. The organization should re- 
port to the public, as well as to Congress. 

Avoidance of political pressures and control appears 
to be the principal problem to be solved under this 
plan. The objectives, however, are sound. The need of 
some such move is pressing. 


Estimates of Peak Unemployment Decreasing 


pee of the coming unemployment peak— 
about next spring—are being revised downward. 
The first rush is over, and unemployment is leveling 
off. The estimate of the peak is now five million, 
down about two million. The Social Security Board 
at Washington reports that people are leaving the 
unemployment rolls about as rapidly as new claimants 
are coming on. There still is a serious problem to be 


faced. 


Ruml on Currency Protection 


peer taxation can block inflation by protecting 
the stability of our currency, Beardsley Rum! main- 
tains in a recent address. Set taxes as low as possible 
without putting the value of our money in danger of 
inflation, he advocates. It is a thin line of demarcation, 
but it is to be hoped it can be located promptly. 


Keeping Up with Unemployment Law Changes 


Fr. is reported that forty of the State Legislatures 
made substantial amendments of their unemploy- 
ment compensation laws during 1945. The control- 
ler’s department must keep abreast of these changes, 
and must know what court decisions have entered the 
picture, as well as changes made in regulations having 
the force of law. 


—A. R. T. 





If I may burden you with a little 
pteliminary groundwork, the first step 
in making an appraisal of fixed physical 
assets is, of course, to ascertain what they 
consist of, what are their dimensions, and 
how many of this and that; in other words, 
the preparations of an inventory, not in 
the accounting sense of raw materials for 
manufacture of finished products for 
sale, but in the sense of an engineering 
and construction contractor whose job it 
is to estimate the probable cost of design- 
ing and building something. 

Such an inventory can be made either 
from an examination of drawings and 
specifications for a proposed structure, or 
it can be based on an inspection of prop- 
erty previously ‘constructed, together with 
whatever records relating to it which may 
be available. In either case, the basic 
procedure, whether the property has been, 
or is to be constructed, is identical. 

The second step in making an ap- 
praisal is to determine to the best of the 
engineer's ability what it would cost to 
reproduce the property anew; and here 
again the procedure is basically no dif- 
ferent from that of the contractor in pre- 
paring a proposal actually to produce such 
a property. 

Observe that neither one of these con- 
clusions purports to be exact or precise. 
Construction projects involve many un- 
certainties. Their cost is influenced very 
greatly by the acts of men as well as of 
God. Both are to be taken into account 
by the contractor, as well as the appraisal 
engineer. 

In the lump sum contractor makes a 
practice of assuming the best of luck in 
respect to these uncertainties, his resources 
will dwindle because of his losses. If he 
always assumes the worst of luck in mak- 
ing his estimates, his contracts will be 
few and far between. He must be guided 
by the law of averages. He may lose on 
one contract or several but in the long 
run, if he is competent otherwise, he will 
probably succeed. 

I submit the principle, based on my ex- 
perience as a construction superintend- 
ent for fifteen years, and as an appraisal 
engineer for more than twenty, that re- 
production appraisals should also be based 
on average luck with these uncertainties ; 
but always taking into account, as the 
construction estimator should, the actual 
conditions, insofar as they can be ascer- 
tained, prevailing at the site of the proj- 
ect, at the time when the work is to be 
done or assumed to be done. 

Construction estimators and appraisal 
engineers constitute a breed. If they are 
the genuine article, they have first hand 
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knowledge, or reliable information at 
least, as to what can be produced in a 
given length of time by men and con- 
struction equipment, what it has cost to 
do one thing and another, what are the 
components of that cost, indirect as well 
as direct, and how much the cost is af- 
fected by fluctuations in the cost of the 
various components. 

When inventories of fixed assets are 
“priced” by such specialists, the resultant 
estimates, if realistically made, do not 
deserve to be characterized as ‘‘figments 
of the imagination.” 

I greatly dislike to inject this defensive 
and negative comment, but it seems ap- 
propriate to do so because some citizens, 
few but eminent and influential, have 
given voice to such a sentiment and stand 
in need of rebuttal, if not of enlighten- 
ment. 

No matter what may be said by such 
citizens, the fact remains that the cost 
to reproduce a property will always be a 
»very practical factor to be considered in 
the business world. 

When you own a building that you 
would have to replace if destroyed by 
fire, you are interested not in how much 
it cost but in its cost to replace. 


CONSIDER DEPRECIATION 


The third step in making an appraisal 
is to give consideration to one of the 
most talked about and least understood 
subjects in the business and industrial 
sphere of activity—the subject of De- 
preciation. How much, if anything, 
should be deducted from the Replace- 
ment Cost New because of this trouble- 
some factor? That it enters influentially 
into the cost of doing business you very 
well know. 

I assume that your interest is to see to 
it, that when the investment in fixed as- 
sets is no longer useful or productive, 
you have built up a reserve of 100 per 
cent. against the retirement loss or, in 
other words, that the investment has been 
amortized.. No one questions the pro- 
priety of such a provision nor the respon- 
sibility of the financial management for 
making it. The provision need not be 
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made according to any particular formula 
but it must be made somehow and some. 
time, if the business is to come out even, 

Thus it develops that at any time dur- 
ing the life of a fixed asset it will have a 
“net book value’—but that is not the 
subject of this discourse. The net book 
cost can never exceed 100 per cent. of 
its gross book cost. But the economic 
value of the asset may, and often does, do 
so. There are probably none of you who 
do not have knowledge of dwelling 
houses, for example, which have been 
sold in recent months for more than their 
cost new when built some years ago. 
And that phenomenon is not necessarily 
attributable wholly to the wartime scar- 
city of houses but is to a large extent the 
result of higher and higher costs of con- 
struction. 


APPRECIATION 


The student of Depreciation must, 
therefore, deal also with the subject of 
Appreciation; since the net result may 
fall either in one direction or the other— 
as compared with cost. 

There are exceptions, but the cost to 
reproduce new, as a general rule, repre- 
sents a ceiling of economic value. If 
one can reproduce something for a dollar 
why should he pay more? 

An exception would result in any case 
where the prospective loss in return on 
the investment during the construction 
period would justify the payment of a 
premium for a property already built and 
ready to become immediately productive. 

Not many years ago, largely as a result 
of a certain legal concept, the definition 
of Depreciation, for appraisal purposes 
in rate cases especially, was often fe- 
garded as “the difference between the 
property as it is and the same property 
as if new.” In other words, it was limited 
to physical deterioration. Such a defini- 
tion fails completely to take into account 
the factor of functional depreciation, 
chiefly obsolesence, which is sometimes of 
great importance indeed from the prac- 
tical standpoint of economic value. 

There is another school of advocates 
who argue that Depreciation is nothing 








A TIMELY REVIEW 


Jn this paper, which Mr. Burnell presented before the December 11 meeting 
of the Houston Control, he brings forth a number of pertinent steps which 
should be considered in making appraisals of fixed physical assets. Control- 
lers and financial officers will find his review a good “refresher.” 


—THE EDITOR 
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more than a little matter of arithmetic; a 
fraction, of which the numerator is the 
age and the denominator is the total ex- 
ected life. 

One of the functions of the engineer- 

ing profession is to be able to advise a 
client how much he can afford to pay for 
this as compared with that ahd he must 
do this from the angle of the client's 
ocket book. In order to perform that 
Git, it is not necessary for him to 
understand the intricacies of such eco- 
nomic problems as foreign exchange, in- 
ternational credit, nor even of the in- 
tricacies of our domestic monetary system. 
It is necessary, however, if his advice is 
to be dependable, for him to know, 
within the limits of the facts available, 
which of two or more alternatives will 
enable the client to perform the. service 
required of him at the least out of pocket 
cost. That cost consists of the wages of 
both Labor and Capital, together with the 
materials and supplies consumed in ren- 
dering the service. These considerations 
which all relate to the problem of depre- 
ciation are of an economic nature and 
thus to a limited extent the competent 
appraisal engineer must be versed in 
economics. 


As an engineer who professes to have’ 


learned something of the principles and 
factors involved in such a study, I say to 
you that the so-called age-life method of 
finding value in any economic sense is 
something else than good sense. The 
question of probable remaining life can 
be important, when comparing one thing 
with another, but the comparison of age, 
one with another, is seldom of important 
significance. 

Getting back to the main theme, how- 
ever, any realistic study of Depreciation 
requites that obsolescence be included as 
well as physical deterioration; but let 
us first dispose of the latter. 

When you ask an appraisal engineer 
to estimate the extent of physical depre- 
ciation in a building for example, he must 
ask you to define more clearly what it is 
you really wish to know, or else he must 
know, out of his experience, either what 
you wish to know or what the circum- 
stances of the case require. 

Is it the extent of deterioration that 
has taken place in that building, as com- 
pated with a completely new condition; 
or is it the loss in value? The answers to 
these two alternative questions may be 
far different from each other. 

Suppose the building to have been 
physically worn out, or consumed let 
us say to the extent of 30 per cent. of 
its $100,000 cost to reproduce new. 
Would you advise the owner, if it were 
a practical possibility to pay $30,000 to 
have his building transformed into a new 
condition? Setting aside all such ques- 
tions as obsolescence or suitability of de- 
sign or location, you had better not give 
the owner any such advice, for he would 
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be unwise if he were to follow it. In 
all probability by far the greater part of 
that $30,000 of Depreciation will in- 
volve no real out of pocket cost to the 
owner for many years to come. It is 
quite conceivable if the building is not 
torn down for entirely different reasons, 
that perhaps a third of the amount may 
have to be spent in the near future, an- 
other third perhaps in 10 years and the 
other third never—for it is likely to be 
of 2 nature about nothing can be, or really 
need be, done. Thus we are confronted 
with the necessity, if we are going into 
the economics of the situation, to take 
into account the discount principle, the 
present value of a future dollar. 

On the other hand, it is unwise to ig- 
nore the importance of tradition. In 
most instances the client wishes to have 
a picture of the relative condition of the 
property, as compared with new, and that 
is what he usually receives from the ap- 
praiser. The actual loss in value, from 
purely physical depreciation is, therefore, 
less, as a rule, than the amount ascribed 
to it. 


OBSOLESCENCE 


Coming now to the factor of obsoles- 
cence, it is well to remember that a dis- 
tinction is to be made between two gen- 
eral classifications of cause. It may arise 
from either the revenue or the expense 
side of the equation. 

A case in point, on the revenue side, 
is that of a hotel which must rent its 
rooms for $3.00 instead of its compet- 
itor’s $5.00, only in part because of the 
difference in physical condition, but more 
especially because of its more or less an- 
tiquated facilities. We, as Engineers, have 
been called upon to deal with this phase 
of obsolescence, from time to time, but 
the more important phase of obsolescence, 
from an engineering standpoint, is that 
which has to do with the expense side of 
the equation—the cost of service. 

From. the cost-of-service angie, the 
problem is essentially one of engineering. 
Oftimes there are many intricate ques- 
tions which are confusing and require 
much technical knowledge for which the 
appraisal engineer must frequently de- 
pend upon others. But it is the job of the 
appraisal engineer to translate that tech- 
nical knowledge into terms of value and 
the procedure of doing that is relatively 
a simple one. 

The cost of service is nothing more, 
speaking broadly, than the sum of two 
items; The Cost of Capital and. the Ex- 
pense of Operation. 

The Cost of Capital must include a 
proper provision not only for interest or 
dividends or both but also a provision to 
protect the integrity of the principal 
amount. 

The Expense of Operation must pro- 
vide for the labor and material required, 
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including the physical upkeep of the 
property. 

Under a given set of conditions and 
service requirements, an estimate is made 
of the total cost of service by having a 
so-called “modern substitute” facility. The 
operating cost of the existing facility 
under the same conditions and service re- 
quirements is either known or can be 
readily determined. The difference be- 
tween these two figures represents the 
amount available for the carrying charges 
on the capital value of the existing fa- 
cility. If that figure is a red one, the 
existing facility is worth less than zero, 
it should be replaced at once. If it is 
worth more than zero, all factors being 
carefully considered, it should be retained 
although its value may be small. 

If you have followed me closely, you 
will be wondering where the cost-to-re- 
produce the existing facility comes into 
the equation. Where it is a pure question 
of obsolescence, it enters the equation 
only indirectly. First, its physical upkeep 
which bears a relation to its cost-to-re- 
produce. Second, it is quite likely that the 
substitute facility will vary from the ex- 
isting one only in certain parts so that 
the estimates for the existing facility may 
be carried over into the estimate for the 
substitute facility. In the case of a com- 
pletely new facility, such as the substitu- 
tions of a modern turbo generator for a 
less efficient old one, it is quite true that 
the reproduction cost of the old one is of 
no interest except to round out the over- 
all ‘picture and its inclusion, on that ac- 
count, is probably justified. 

So there you have a sketch, feeble as 
it may be, of what goes into an appraisal 
of tangible fixed assets. That, I take it, 
is the limit of my assignment. But I do 
not wish to close without saying that the 
intangible value of a property and busi- 
ness may constitute a very considerable 
addition to the tangible value. In extreme 
cases, it may be worth much more—the 
services involved in promoting and finan- 
cing a project, of organizing its person- 
nel and developing the business are as- 
sets of real, and sometimes of great, value 
as well as cost. Going value has market 
value. I say this with full and painful 
knowledge that in recent years that value, 
when related to certain of our public serv- 
ice institutions, has been confiscated by 
various and sundry governmental agen- 
cies. 

But that is another subject! 


Future Program of I. C. of C. 

The future program of the Interna- 
tional ‘Chamber of Commerce was the 
subject of an address by Winthrop W. 
Aldrich, president of that body, before 
a meeting of the Chamber of Commerce 
of the State of New York, on October 
4, in New York City. Mr. Aldrich is 
chairman of the Board of the Chase Na- 
tional Bank of the City of New York. 









The subject of annual reports of stock- 
holders is a timely one as most control- 
lers whose companies are on a calendar- 
year basis now have—or should have— 
this problem on their desks at the pres- 
ent time. The subject is also of major 
importance and should rank high on the 
controller's list of duties as the corpo- 
ration’s annual report gives him an op- 
portunity of presenting to the public a 
resume of its activities. It is his obliga- 
tion and formal method of informing 
security-holders as to what has tran- 
spired, results of management, future 
plans and policies. 

When we recall the type of annual 
reports of a few years ago it is not sur- 
prising that a nationwide survey of 
stockholders by “Management Reports, 
Incorporated” disclosed that 66 per cent. 
of the stockholders thought that com- 
pany reports were too impersonal and 
too technical; that 72 per cent. stated 
that the information was insufficient and 
41 per cent. complained that the reports 
were too short. However, today the story 
is different for most progressive com- 
panies have shown great strides in im- 
proving their reports. This is due in 
part to the inherent progressiveness of 
controllers, and also partly due to gov- 
ernmental regulations, merit awards, 
and other developments. 

Because the annual report is the one 
medium which brings stockholders, em- 
ployees, management, customers, and 
the public into close contact, we, as con- 
trollers, should strive to make that con- 
tact useful and successful from every 
standpoint. This is no easy task as it 
involves imagination, progressive think- 
ing, a lot of work, and year-round effort. 

In reviewing a large number of annual 
reports, we noted many different forms 
and methods of presentation. This in- 
dicated that controllers generally do not 
follow any set pattern, probably result- 
ing from a desire of retaining the indi- 
viduality of their company’s report or 
the necessity of pleasing the greatest 
number of their own stockholders. This 
last feature is commendable as we should 
keep uppermost in our minds that An- 
nual Reports are prepared primarily for 
the use and information of stockholders. 
This naturally raises the question of 
what type and class of oceliahdets are 
we trying to keep informed. 


NATURE OF STOCKHOLDERS 
Starting there it appears that the first 


requirement is a breakdown of your 
stockholders’ lists; that is, are they indi- 


Annual Reports to Stockholders 


By Herbert P. Buetow 


viduals, corporations, trusts, banks, fidu- 
ciaries, and where are they located? After 
these statistics are properly analyzed we 
should then refer back to our last annual 
stockholders’ meeting and list the ques- 
tions which were raised by the stock- 
holders seeking information not dis- 
closed by the annual report. Also in- 
teresting are questions asked by repre- 
sentatives of brokers and investment 
services throughout the year. After we 
have determined to some extent what 
the stockholders want and should have, 
we are now ready for a conference with 
department heads in our own organiza- 
tion. Such departments as Public Rela- 
tions, Personnel, Sales and Advertising 
should be consulted, as their ideas and 
experience will help materially in sug- 
gestions for reader interest and general 
improvements. 

At this point it might be well to em- 
phasize the time element, which means 
that production of the report should be- 
gin at least two months prior to publi- 
cation date. A complete layout can be 
established in advance except for cur- 
rent financial data. Consideration 
should be given to page size, color 
schemes, use of gatefolds, photographs, 
pictorial charts, bar and line charts, num- 
ber of pages, and paper stock, and scope 
of President’s message. Recent surveys 
show that a well prepared annual report 
will attract attention by its appearance 
alone, with stockholders indicating a 
preference for letterhead sizes, two color 
jobs, and approximately thirty-two 
pages. Briefly, the report should have 
sufficient eye-appeal to arouse the inter- 
est of the reader. 

An attractive front cover should be 
followed by a complete roster of officers 
and directors, transfer agents, and reg- 
istrars. This is more or less standard 
procedure and should be retained. A 
suggestion here is that this information 
can be made more interesting by giving 
the background and affiliations of the 
officers, with some companies actually 
showing photographs. 

Logical sequence will then provide 
for remarks by the President. It is de- 


sirable that these be stated in non-tech- 
nical language, in a friendly intimate 
style, preserving dignity without being 
dull. It is recommended that the style 
of writing customarily employed by your 
President be used instead of poor at. 
tempts at ghost-writing. 

The aforementioned survey indicated 
that about 91 per cent. of the stockhold- 
ers are interested primarily and above all 
in earnings and dividends; therefore, 
the introductory remarks should refer to 
the company’s earnings record during 
the past year along with comparative 
figures for one or two years prior thereto, 
All unusual and extraordinary amounts 
of income and expense should be ex. 
plained; also how such factors as Rene- 
gotiation, Price Fixing, and War Excess 
Profits Taxes affected the income for 
the year. Non-recurring income and 
expenses and reconversion costs and 
problems should be pointed out. Ap- 
propriate comment should be made on 
the operation of subsidiary companies 
and especially at this time should include 
information on foreign plants and pos- 
sibility of their resuming operations, 

Future expansion plans should be dis. 
cussed at length because of the effect on 
the cash position and the necessity or 
probability of future financing. 

This year the stockholder will be 
greatly interested in the corporation's te. 
lations with its employees. These poli- 
cies are assuming more importance day 
by day with the vast number of strikes 
and other work stoppages, all of which 
have a serious effect on production and 
profits. It would seem desirable to men- 
tion the availability of labor, return to 
normal operating conditions, elimini- 
tion of overtime and possible increased 
wage rates because of cut-backs. Now 
more than ever, employee benefits 
should be stressed, such as pensions, 
safety and health programs, group in- 
surance, social security, profit sharing, 
medical care and others. These benefit 
plans, in my opinion, have never been 
properly understood by the public nor 
properly sold to employees as additions 

(Please turn to page 78) 








A TARGET! 


In this comprehensive discussion of the factors that should be considered by a 
corporation in developing informative annual reports for its stockholders, Mr. 
Buetow sets up a target that should improve the aim—and the results—of all con- 
trollers involved with such reports. The author prepared this paper for the 
December 4 meeting of the Twin Cities Control. 


—THE EDITOR 
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Getting Down to Earth in 


Explaining Profits to Employees 


Current wage demands have become 
the nation’s most critical economic prob- 
lem. It appears that large masses of peo- 

le have come to believe that the corpora- 
tion profit barrel has no bottom, and that 
the only thing that prevents substantial 
wage increase is the ‘‘greediness’”’ of man- 
agement. 


EMPLOYEE UNDERSTANDING IMPERATIVE 


This mass misconception of profits has 
developed over a long period of years and 
has many contributing causes. It is doubt- 
ful that industrial harmony can be estab- 
lished soundly until there is a better un- 
derstanding of industry’s profit position 
among the rank and file in offices and 
plants. National public opinion polls 
have shown that a majority of the popu- 
lation believes that ‘big business’ is mak- 
ing net profits of 30 per cent. or more on 
sales. Probably the actual percentage prof- 
its on sales would be nearer two or three 
per cent. 

This shows that industry has much to 
gain by a better popular understanding 
of the true profit position. One of the 
most important starting points for en- 
lightenment of the public is in the rank 
and file of office and plant employees. 
This is a place where an individual com- 
pany can go to work on the problem. 

The situation demands reexamination 
of financial reports to employees, because 
many managements who feel that they 
ate doing a good job on their financial 
reports to employees are mistaken. A re- 
cent example highlights what can happen 
even in a company which has done an out- 
standing job in employee relations. 


Cas—E EXAMPLE OF FRUITLESS EFFORT 


The top management of this company 
was considerably crestfallen recently by 


_ the results of their employee opinion poll. 


The President was proud of the gener- 
ous amount of information given to their 
employees in the company’s weekly paper, 
monthly magazine and special reports— 
particularly the annual financial report to 
employees. This financial report gave a 
wealth of data—sales trends, analyses of 
current and past wages, various cost data, 
profits, the tax situation and balance sheet 
analyses. 

The report was attractive and colorful. 
Pie charts, bar graphs and clever illustra- 
tions dramatized the figures. 

The President said, “I’l] bet we have 


By Frank Wallace 


the best informed employees of any com- 
pany in the country.” 

Then came the blow of the poll re- 
sults! The employee opinion poll had 
been conducted five weeks after the finan- 
cial report was given to employees. One 
question was: ‘How many cents of net 
profit do you think the company makes 
on each dollar of sales?” Each employee 
checked one of five alternative answers. 
The employee opinions were: 
of employees 
of employees 
of employees 
of employees 
of employees 


2 cents— 6 per cent. 

6 cents—I11 per cent. 

10 cents—20 per cent. 

15 cents—39 per cent. 

25 cents—24 per cent. 

The correct answer was 2 cents net 

profit on each sales dollar. In spite of the 

progressive reports of this company, its 

employees shared the public’s misconcep- 
tion of profits. 


REQUIREMENTS FOR EFFECTIVE 
EMPLOYEE REPORTS 


Because of the widespread misconcep- 
tion of profits, the prime objective of the 
employee report should be to explain the 
basic facts about officers’ salaries and 
profits as they relate to wages and salaries 
of the employees themselves. 

An effective employee report should 
meet the following standards: 

1. Make it understandable to the employee. 

2. Give confidence in the validity of the fig- 

“res. 

3. Appeal to the employee's viewpoint. 

4. Be factual and accurate. 

5. Make it short. 

An employee report meeting these 
standards is presented in the J. Jay Com- 
pany illustration on the following page. 
Except for slight changes in totals to con- 
ceal identity, the figures in this statement 
are actual operating results of a corpora- 
tion. The weekly averages per employee 
are exact. 


Make It Understandable 


The proposed employee report prob- 
ably will appear to be over-simplified to 


many controllers who review it. However, 
in testing this statement for readability, 
it was found that many had to study the 
statements intently and reread them to get 
a full understanding of them. It must be 
pointed out that this report contains 24 
interrelated figures in the statements 
which is a large number of variables for 
persons not accustomed to using figures. 

Many controllers will be tempted to 
add more figures to the statements such as 
a “percentage to sales” column. It is 
likely that this would add a complica- 
tion without actually contributing to the 
employee’s understanding of salaries and 
profits. 

The language of the report should con- 
form as nearly as possible to the vocabu- 
lary of typical employees. 


Give Confidence in the Validity of the 
Figures 

When the statements of the proposed 
employee report were tested on plant and 
office personnel, several employees raised 
this question: “How do we know these 
figures are right? For all we know, they 
might have been dreamed up in the front 
office just to make the Company look 
good.” 

Therefore, provision was made for an 
Auditor’s Report in the proposed em- 
ployee statement and reference was made 
in the President’s letter that the figures 
conformed to those submitted to the Se- 
curities and Exchange Commission. (The 
independent public accountants should be 
urged to write their report in simple, 
straightforward language.) 


Appeal to the Employee’s Viewpoint 
The natural fiscal unit of time for most 
plant employees is a week. When they 
hear wages or salaries stated on a 
monthly or annual basis they usually want 
to know: “How much is that per week?’ 
This is natural since they receive their 
wages weekly, and their personal budgets 
are built around expenses per week. 
Therefore, the proposed employee re- 








TOP MANAGEMENT’S RESPONSIBILITY 


The starting point for a workable answer to the problem of current wage 
demands is the development of understanding by employees of the true nature 
and volume of corporate profits. And “it is top management's responsibility to 
see that they set the facts accurately and understandably,” says Mr. Wallace, 
Principal of McKinsey and Company, in this timely and terse manuscript. 


—THE EDITOR 
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port shows all financial data in terms 
of the average per employee per week. 
This reduces the figures to a digestible 
size that conforms to the employee's own 
viewpoint in financial thinking. To most 
people $4,000,000 (millions) appears to 
be about the same as $4,000,000,000 (bil- 
lions). When the profit figure in the 
proposed report stands alone, it obvi- 
ously seems to many employees that the 
stockholders are becoming unreasonably 
wealthy at the employees’ expense. 

The employee report illustrated uses 
no percentages. It is doubtful that “per 
cent. of sales” has any meaning to the 
typical employee. It is a vague concept to 
many, and it is difficult to get the salary 
and profit story across in terms not ha- 
bitually used by the employee in his own 
thinking. 

The explanation of return on invest- 
ment compares the stockholders’ return 
to the yield on War Bonds. This relates 
profits to the employee's own experience. 


Be Factual and Accurate 

It oes without saying that the figures 
must be honest and accurate. Tricky uses 
of figures will boomerang. 

Arguments or labored justifications of 
the company’s position will antagonize 
employees. It also is important to avoid 
a tone of “see how good we have been 
to you.” State the facts simply and clearly 
with enough interpretation to facilitate 
understanding. Then leave the rest to 
the common sense and native intelligence 
of the employee. 


Make It Short 

If an employee reads the report he will 
do it voluntarily, probably in his home 
or on the bus. There will be many dis- 
tractions, and if the report is too long he 
will lose interest. 

Information on the company’s rr. 
ucts, pictures of sales branches, and rec- 
reation program plans are interesing, and 
should be presented to employee. 

Consider giving this information in 
the company magazine or paper. If it is 
in the annual financial report, it will 
divert attention from the prime objective. 

Balance sheet information is omitted 
in the proposed report, because it does 
not help explain salaries or profits. 

** * x 

The present anxiety over labor chaos 
which has moved Congress and the peo- 
ple to think of fact-finding boards and 
restrictive legislation is evidence enough 
of the urgency of our number one prob- 
lem. 

But the only valid solution is to be 
found in the reactions and thought pat- 
terns of employees in every plant and 
office across the country. That is the start- 
ing point for a workable answer to the 
problem. 

Industry must educate its rank and file 
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workers so that they have a real under- 
standing of what they contribute to a 
going concern, how it functions and to 
what extent they absorb its profits. 

Employees have a vital interest in this 
information. It is top management's re- 
sponsibility to see that they get the facts 
accurately and understandably. 


* * * 


Wage Increase Demands Are Analyzed 
by Col. Ayres 


When the government took the first Census 
of Manufacturing nearly a century ago, in 1849, 
the average factory employee worked sixty-nine 
hours a week and was paid $4.74 for his efforts, 
Colonel Leonard P. Ayres, pointed out in a re- 
cent issue of ‘The Business Bulletin’’ of the 
Cleveland Trust Company. Now the average 
factory worker, in peace time, works about half 
as many hours and gets close to ten times as 
much weekly pay. Because of the numerous 
present strikes for still higher wages, it is worth 
while to ask how the wage increases of the past 
century came into being, and what was their 
source. The answers are not hard to find, Colonel 
Ayres says. They are hidden in the figures of the 
pest Censuses of Manufacturing which used to 

taken each ten years, then each five years, and 
then on alternative years, but not during the war 
years. 

Past wage advances came from increases in the 
production per worker, he states. The increases 
were made possible by progressive improve- 
ments in the machines and tools used by the 
workers. In 1849 the factory investment per fac- 
tory worker amounted to $557. When we get a 
new Census of Manufacturing it will probably 
show that the present capital investment per 
worker is as much as $7,000. 

There is just one way to continue to pay in- 
creasing wages to industrial workers, and that 
is to make it possible for them to keep om in- 
creasing their per capita production. The way to 
do that is to keep on increasing the investment 
per worker so that he can keep on using better 
and better tools. That can be done only if the 
government does not tax away the savings of the 
investors, and does not prevent them from earn- 
ing fair returns. 

Probably the present attempts of the adminis- 
tration and the strikers to get wage increases 
which will be absorbed by the managements, and 
so not operate to raise prices, will prove to be 
ineffective. The whole record of the Census fig- 
ures indicates that the share of the customer’s 
dollar that the factory worker can get is a nearly 
constant 40 per cent. ‘Professor Willford I. King 
of New York University discussing this rela- 
tionship wrote recently that the factory worker's 
share of the customer’s dollar remains almost 
constant year after year, decade after decade, in 
good times and bad, in Republican and Demo- 
cratic administraions, under Old Deal and the 
New, and whether labor is. unorganized or 
welded into powerful unions. 

It seems wholly likely that when the present 
contests between managements and labor over 
wages have been settled, and production has 
been resumed on a reasonably normal basis, it 
will be found that the century-old rule still 
holds good. The workers will be receiving higher 
wages, but these wages will still constitute about 
40 per cent. of the value added by the processes 
of manufacturing. The prices of manufactured 
goods will increase by amounts sufficiently great 
to restore the old percentage relationship. There 
have been 20 Censuses of Manufacturing, and 
the averages computed from all 20 sets of vol- 
umes show that the earnings of the factory wage 
workers have been just a little less than 41 per 
cent. of the value added to the raw materials by 
the processes of manufacturing. 

In 1946, concludes Col. Ayres, we shall have 
much unemployment, much new employment, 





and more. widespread discussions of wages than 
in any previous year in, our history. Out of the 
experiences of 1946 there will come many disil- 
lusionments about the possibility of making 
wage increases without affecting costs of pro- 
duction, costs of goods produced, or profits from 
production. 


* * * 


Hidden Assets 


“Excess depreciation charged off in prior 
years,’ the American Appraisal Company re- 
cently pointed, out, is an expression with 
which most taxpayers are familiar since the 
United States Supreme Court decided in the 
Virginian Hotel case (63 Supt. Ct. 1260) 
that the excess could not be resorted to the de- 
preciation base to be recovered in future 
years. 

While high taxes have developed “tax con- 
sciousness,” and it is chiefly in relation to 
taxes and profit and loss that depreciation 
procedure is considered, there is an important 
counterpart in the picture of the organization 
as portrayed in the balance sheet, says the 
company. Corresponding excess credits to 
the Depreciation Reserve unduly reduce the 
Net Fixed Assets to the extent that many 
complications may arise including the im. 
pairment of credit, a surplus deficit prohibit. 
ing the payment of dividends, and situations 
similar to the following: 


A Manufacturer's assets were largely a- 
quired during the “Certificate of Necessity’ 
period and have been almost, wholly written 
down. through amortization allowances. 

During negotiations for the sale of its prod- 
uct, the purchaser requested sapreseesen cov- 
ering the company’s stability and, are review- 
ing the balance sheet, immediately took the 
position that the company was not equipped 
to handle an order of the size under negotia- 
tion. For some time the prospective contract 
was in jeopardy, and it was only by a detailed 
explanation of the facts that it was finally 
consummated. 


It is, perhaps, needless to add that as a re- 
sult of this experience the manufacturer has 
decided to establish his corporate balance 
sheets on the basis of appraisal figures, reflect- 
ing the facts relative to the extent of the 
property. 

* * * 


Industrial Standard on Injury Rates Set 


Providing a practical basis for recording and 
measuring industrial injury experience, a new 
American standard on the method of compil- 
ing industrial injury rates has been completed 
by the American Standards Association, it was 
announced recently. 

So that the resulting records may have a 
uniform experience basis covering the entire 
country, the association said, the provisions are 
independent of State and Federal requirements 
for reporting injuries for workmen’s compens:- 
tion and of rulings as to disability by work- 
men’s compensation agencies. 

Injury rates compiled in accordance with 
this code, it was pointed out, may be used to 
evaluate: the relative need for accident pre- 
vention activities in different departments of 
an establishment; seriousness of the accident 
problem in an establishment or industry 
fectiveness of safety activities in establishments 
with comparable hazards, and progress made in 
accident prevention within an establishment of 
industry. 


* # * 


Of the six million farms in the United 
States in 1940, half had no mechanical powef 
—not even a horse. 
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REPORT TO EMPLOYEES ON OUR 1945 OPERATIONS & PROFITS 


| To Employees of the J. Jay Company: plicated form in our Annual Report to Stockholders. If you 


This report gives you an over-all picture of our 1945 opera- would like a copy of this report, please drop in at the Per- 
tions and profits. It shows the total results in dollars as well sonnel Office. They will be glad to give you one. 
athe Seite average result per employee. _ We want each of our 20,700 employees to understand our 
The figures used in this report are the same as the figures income, our costs and our profits. Only in this way can we work 
filed with the Government’s Securities and Exchange Commis- together to further our joint and individual welfares. 
sion in Washington, except for the way they are arranged. Yours very truly, 
These financial figures are given in more detail and more com- J. Jay, President 


REPORT TO EMPLOYEES ON OUR 1945 OPERATIONS & PROFITS 
J. JAY COMPANY 


W eekly Average Grand Total 

Table A Sales and Costs for 1945 for Each Employee for the Year 

Sales of our products to customers, plus various other income...................... $129.91 $139,835,559 
Subtract— 

Costs of manufacturing and selling our products (wages and salaries not included) $72.72 78,277,826 

Me SUE IO PRIN oo as rich Sch ce bie oh psiwe CAMHIGN. anh. e. 6.87 7,397,141 

NE i. cn ew ns Supsnisin GERWS Kileey ss Cobb meses dubed. . tee 79.59 85,674,967 





Amount left for employees, officers and stockholders after all of the costs are subtracted, 
an average of $50.32 per week is left for employees, officers and stockholders. 
‘Taple PB ShOWs HOW the GO0.32 WAS *CIVIGEG.. one .:6is jac we ls bivdeteoeie Gabiaie kis « $ 50.32 $ 54,160,592 


Table B How the $50.32 Was Divided 
Table A shows that an average per employee of $50.32 per week was left for employees, 
officers and stockholders. ‘It was divided as follows: 
NTS AS 5d, AAELID PS vf CHAO thi TRO 6.4 Sea nlv dio sige eu e:oh olga Gadacca) Vaan op ewe « $ 46.06 $ 49,576,809 
The average employee received $46.06 per week. All employees received a total 
of $49,576,809 for the year. 
RH Cth iS d se AT AGES op oooh ade en sy eek ces backs uaeew eee AS 484,200 
Twenty-three officers received salaries totaling $484,200 or an average of $405 per 
week for each officer. If all officers had worked without any salary and the 
amount had been used to iricrease salaries and wages of employees, the average 
increase would have been 45 cents per week. 
NN, ch), pa aOR MR, ROEM ot eee Cake ae Waele thas ae ews 3.81 4,099,583 
This is the amount set aside for stockholders. It belongs to them because they 
have invested their money in the Company. This money was not withdrawn 
from the Company’s funds and Table C shows what they did with their share. 











SE aerate igdiead «APO ee et lik, Seon eee me. . $ 50.32 $ 54,160,592 


Table C What the Stockholders Did with Their Share 
Amount left in the Company to buy new equipment to provide new jobs and to use as 

5 Oe See EE COE BU GON ores cles ccs ers nbaR ne BOE «levine Sie © $ 1.58 $ 1,695,879 
Suey cement out Of the Commipaity 26 ‘Gives «4: «0.5.5 5 ios os en tied since wiebls cwleeen ee 2.23 2,403,704 

This is a kind of ‘‘rent’’ or “interest’’ stockholders receive on their investment. The ~ 

money that stockholders invest provides the buildings in which we work, the 

tools we use and the money to absorb any losses we may have. The stock- 

holders’ investment in the Company (per employee) is $2,957. The dividends 

they received gave them a profit of $3.9 per cent. on their investment. The 

reasonableness of this return might be compared with the 2.9 per cent. 

annual interest on War Bonds, except the interest on War Bonds is guaran- 

teed by the government, while the stockholder’s dividends are not guaranteed 

and their investment may be reduced through losses. 

















SY 2 8 NET UITO REEL a o.oo ale auply ws Maeteih nue Acar wea mtn’ $ 3.81 $ 4,099,583 








AUDITOR’S REPORT 


We have checked the figures in the “Grand Total for the year was approximately 20,700. The computations in the col- 
Year” columns of Tables A, B, and C and have found that they umns ‘‘Weekly Average for Each Employee’ were checked and 
conform with the basic figures filed with the Securities and found to be correct. 

Exchange Commission in Washington and also with the basic * 
figures in the Report to Stockholders. D. DEE & COMPANY 
We also have test-checked the pay roll records and have Independent Public Accountants 


wet B been satisfied that the average number of employees during the and Auditors 














STOCKHOLDER REPORTS 
(Continued from page 74) 











to their annual earnings. They are costly 
and can be used extensively in promot- 
ing a sound employee relationship. Sta- 
tistics showing costs and benefits derived 
should be of interest. Company policy on 
the reemployment and other benefits of 
servicemen should be stressed as the 
veterans will certainly exert a great in- 
fluence on public opinion in the coming 
years. 

Research programs and_ successful 
merchandising plans should be men- 
tioned along with the development of 
new products. Oftentimes this will lead 
to increased sales opportunities if we 
bear in mind that every person reading 
your report may be a potential customer, 
especially if your products are consumer 
articles. 

Any type of litigation, if important, 
either governmental or other, should be 
discussed frankly and a statement made 
as to the effect on the balance sheet or 
future earnings in case of an adverse de- 
cision. 

Finally, no annual report should be 
considered complete without some men- 
tion or forecast of operations for the im- 
mediate future. We now have available 
to us an adequate source of general sta- 
tistical information and if made con- 
servatively and based on sound econom- 
ics, such a guess should not prove too 
dangerous. 

A majority of stockholders have indi- 
cated a preference for the financial state- 
ments to follow immediately after the 
President’s message. Such statements 
should show comparisons with one or 
two preceding years and should include 
at least a balance sheet, detailed profit 
and loss, and statement of surplus. If 
subsidiaries are important, results of 
their operations should be shown sep- 
arately, even though included in con- 
solidated statements. While brevity 
should be the rule and excessive ver- 
biage eliminated from the President's re- 
port, this should not apply to financial 
information, as a balance sheet or profit 
and loss statement, which is too con- 
densed, no longer satisfies the average 
stockholder. 

With the end of the war, we now 
have other problems to consider, such ‘as 
the accounting treatment of reconver- 
sion costs and accelerated Amortization 
of War Facilities. These may result in 
unusual charge-offs of plant and equip- 
ment, as well as substantial claims for 
refund of Excess Profits Taxes, due to 
the shortened period of Amortization. 
Current operating statements will be 
distorted unless such financial statements 
clearly reflect these adjustments. Be- 
cause the Amortization problem may 
have a continuing effect, some standard 
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policy should be formulated by the Con- 
trollers Institute in cooperation with 
other interested organizations. 

At this time we should also consider 
the possibility of substantial future re- 
funds on account of the carry-back pro- 
visions of Unused Excess Profits Tax 
Credit. Some truly amazing results will 
be disclosed if we take time to make 
some arbitrary estimates, of next year’s 
profits and then compute the tax refund 
by applying the Unused Excess Profits 
Tax Credit. Present stockholders are en- 
titled to this information and it may be 
well to advise them now of this situation 
with further mention in subsequent 
quarterly statements. The method of 
presentation should be carefully studied 
so as not to bring on unfavorable politi- 
cal repercussions. 

Annual Reports would also be more 
informative if valuations of assets were 
better described, contingency reserves 
better explained by specific labeling of 
purpose, adequate classification of liabil- 
ities, and more detailed explanations of 
depreciation and depletion reserves. 

To complete the financial statements, 
it might be desirable to revive the appli- 
cation of funds’ statement showing the 
net changes in working capital. 

All captions and names of accounts 
should be carefully thought out so as to 
be clear to every reader. While finan- 
cial statements may be correct from 
every accounting detail, they are not in- 
formative unless they clearly express 
their true meaning. We often make the 
serious mistake of assuming that every 
reader has an accounting training and 
what may be perfectly obvious to us, 
may be quite mysterious to others. 

There seems to be a definite trend to- 
ward simplification of accounting re- 
ports and all controllers should take 
cognizance of the change. The shining 
example, of course, is the special report 
prepared for employees. Personally, I 
believe these statements have been over- 
done in their simplicity. Surely there 
must be some middle-ground of ap- 
proach between the stereotyped profes- 
sional report and the over-simplified em- 
ployees’ form. We expect every class of 
stockholder (wage earners, professional 
and businessmen) to understand our re- 
ports, so why not quit talking down to 
our own employees. If the rules of sim- 
plicity are strictly adhered to and we con- 
sider the educational advantages most 
of our employees enjoy today, then this 
special report should be superfluous. 


SIMPLIFIED TERMINOLOGY 


The lack of standard and simplified 
accounting terminology was brought 
out into the open by the survey made by 
the Metropolitan Life Insurance Com- 
pany which specifically pointed out the 
wide variations in the reports coming 


under their scrutiny. As one specific 
problem, it deserves much more atten. 
tion than has been given it in the past 
and I am pleased to note that it will bea 
topic of research by the Controllers 
Foundation where it appears at the head 
of the list of selected projects. 

The Accountant's Report is now fairly 
well standardized by common usage and 
may either precede, but preferably fol- 
low, the financial statements. It now 
bears the stamp of approval by the 
Stock Exchange and the Securities and 
Exchange Commission so that all we 
need to say is that public accountants 
should be given as much latitude as they 
require in informing stockholders and 
others as to the scope of their examina. 
tions. 

To complete the financial data, it is 
suggested that we comply with the 
wishes of 89 per cent. of our stockhold. 
ers and devote a section of the annual re. 
port to a statistical summary of histori. 
cal information. This is especially im. 
portant in a so-called growth company. 
As more and more persons become in- 
terested, it provides them with a source 
of readily-available information to study 
the progress or growth of the company 
over a longer period of time. This 
tabulation should cover at least ten years 
or more and may be condensed to show 
Sales; Promotion, Earnings before and 
after taxes, and Dividends paid. It may 
also be of interest to show number of 
employees and stockholders and other 
pertinent information peculiar to your 
own company. 

The mere presentation of financial 
statements is no longer the accepted 
form of annual report. The Sales and 
Advertising Departments should now 
have their inning at bat and while I per- 
sonally dislike the report that looks like 
an advertising brochure (unless you are 
in that business), nevertheless we should 
not overlook the sales value and appeal 
of one that is properly prepared. Photo- 
graphs of important products and their 
uses with a condensed catalogue of all 
products anid trade-names along with 
pictures of the plant and important op- 
erations all help the stockholder to be 
come familiar with his company. 

Now, before I finish up, I would like 
to mention that if your report does not 
follow all of the aforementioned recom- 
mendations, no criticism is intended. | 
realize that there are unusual problems 
which will affect the preparation of each 
company report. This discussion is 10- 
tended to set up a target to shoot at, i 
the hope that we may better serve the 
owners of our business. 

However, in closing I should like to 
strongly emphasize that a large segment 
of our population will measure you and 
your company by your annual i and 
the information that is presented. 
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The rapid evolutionary development 
of the airplane during the war years has 
caught the interest of everyone. Not 
only has the airplane been improved, 
but there have also been other great in- 
ventions or improvements such as those 
in radar, television, metallurgy, plastics, 
glass, and so on. While most of us are 
aware of the spectacular strides that 
have been made in these and other 
fields, far too many businessmen remain 
unaware of the many new management 
techniques that have been developed in 
recent years. 

Today, rule of thumb management is 
disappearing; scientific management is 
taking its place. The evolutionary de- 


velopment of management techniques is ° 


not finished: it is still going on. Many 
duties and responsibilities which are to- 
day considered minor in nature, will be- 
come major functions tomorrow and 
be assigned to responsible executives. 
Furthermore, the shifting of emphasis 
on today’s functions will result in a 
shuffling of responsibilities as between 
top executives, as gradually, more and 
more logical organization structures are 
evolved for particular businesses. 

The Controllers Institute of America 
has been one of the most progressive 
groups in the management field and has 
done a remarkable job in developing, 
promoting, and advancing controller- 
ship functions and techniques. Arthur 
R. Tucker and the men who worked 
with him in developing The Institute 
are to be commended for their foresight 
and aggressive action. The achievements 
of The Controllers Institute are substan- 
tial. 

Take another example. Five years ago 
internal auditing was a minor function 
testricted largely to detailed checking 
Operations except in a few progressive 
companies. About that time I was em- 
ployed to reorganize the internal audit- 
ing of North American Company, a 
public utility holding company, having 
properties throughout the United States, 
including The Union Electric Company 
of Missouri at St. Louis and The Kan- 
sas Power & Light Company at Topeka. 
The disorganized state of the internal 
auditing profession at that time was evi- 
denced by the fact that there was not a 
single book published on the subject 
and only a smattering of articles was to 
be found. Shortly thereafter, Victor Z. 
Brink published his book “Internal Au- 
diting.” Then, in 1941, Brink, Robert 
Milne (of Columbia Engineering) and 


Industrial Engineering as an Aid 
to the Controller 


By John B. Thurston 


I formed The Institute of Internal Au- 
ditors. The need for this professional 
body has been evidenced by the fact 
that in four short years it has grown 
into an international organization of 
nearly a thousand members. Performing 
a function parallel to that of The Con- 
trollers Institute, The Institute of In- 
ternal Auditors has brought. recognition 
of modern internal auditing as a major 
corporate function. 

Corporate industrial engineering is 
probably in about the same develop- 
mental stage that controllership was fif- 
teen years ago and internal auditing five 
years back. 

In the sense we are going to discuss 
it, let us think of industrial engineer- 
ing as intra-company management engi- 
neering. Management engineering, as 
you know, is a relatively new profes- 
sion. It began to grow with and after 
the last war and progressively increased 
in stature in the expansive twenties and 
contractive thirties. 

Management engineering was given 
great recognition as a major manage- 
ment function when the army admitted 
the necessity for the employment of 
management engineering techniques as 
a means for solving the staggering prob- 
lems of global war. The army service 
forces established the control division 
as the commanding general's personal 
staff, reporting directly to him and ex- 
ercising the management consultant 
function on a continuing basis. The role 
of this staff is to evaluate the progress 
of activities, to examine policies, organ- 
ization, procedures, and results critically, 
and to recommend improvements to 
those in authority. 

TWA has established just such a con- 
trol division as the senior vice-president’s 
personal staff. This has been described 
as the first business application of control 
division principles. Interesting to note, 
however, is the fact that while TWA’s 
industrial engineering department closely 


parallels the control division of the army 
service forces, it was evolved entirely 
independently and represents the original 
thinking of TWA’s top management. 


SEVEN FUNCTIONS 


Within TWA, the industrial engi- 
neering control functions are divided 
between seven principal groups—plan- 
ning, methods engineering, internal au- 
diting, organization procedures, man- 
uals, budgets, and statistics and reports. 
Let us discuss briefly these several or- 
ganizational units: 


First, there is planning. The goals of 
this section are: 


(1) To compile and publish the plan- 
ning premises of the company. These 
planning premises are the means 
whereby all executive thinking is co- 
ordinated. 

(2) The second function of this di- 
vision is to maintain a planning manual, 
which keeps before the executives of the 
company a story on the plans in prog- 
ress and their present state of comple- 
tion. 

(3) The third function of this divi- 
sion is to see that new plans as they are 
developed in various departments of the 
company are properly coordinated and 
not in conflict with established plan- 
ning premises. 

(4) Fourth, this division is respon- 
sible for seeing that there are no gaps 
in the company planning and that the 
completion of the various plans dovetail 
at the right time. 

(5) Fifth, this department is also re- 
sponsible for forecasting revenues and 
expenses as well as capital require- 
ments. 


Next, the methods engineering sec- 
tion of the industrial engineering de- 
partment, which is of key importance. 
This organization is responsible for see- 
ing that costs are kept at their most eff- 





study by all controllers. 





INDUSTRIAL ENGINEERING EMERGES 


In the course of his presentation on industrial engineering, Mr. Thurston, who 
is director of industrial engineering of Trans World Airline, declares that this 
relatively new field now stands at approximately the point at which controller- 
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cient levels and that controls operate 
properly and effectively. The men in 
this section are industrial engineers in 
the more usual sense—or, to use a less 
popular phrase, they are the company’s 
efficiency experts. 

The goals of methods engineering 
are: 


(1) The determination of the one 
best way for accomplishing given tasks. 

(2) The simplification and standard- 
ization, wherever possible, of layouts 
and equipment. 

(3) Establishment of operating 
standards for all departments, both di- 
rect and indirect. 

(4) The development and adminis- 
tration of overall incentive plans. 

(5) The development of supervisory 
and employee suggestion plans and the 
investigative work relatéd thereto. 

(6) Other management or industrial 
engineering functions. 


Because methods engineering is not 
always understood, let us discuss it 
briefly here. It concerns itself with the 
how, why, who, what, when and where 
of a job. It begins with job analysis—a 
study of complete functions or of single 
activities. Each operation is subject to 
close examination in order to determine 
the best method of performing the 
work. 

These may be the results of such 
methods studies: 


(1) New layouts to provide the sim- 
plest flow of work. 

(2) Installation of more modern or 
efficient equipment. 

(3) Better methods, including com- 
bination or elimination of jobs, opera- 
tions, and procedures. 

(4) Improved working conditions. 

(5) Revision of organization struc- 
ture and policies. 


METHODS ENGINEERING 


Here is an example of the applica- 
tion of methods engineering. 

TWA made a methods survey of its 
engine build-up shop and these were 
the results: 


(1) Certain equipment was found to 
be inadequate. Three different stands 
were being used to process each engine. 
A single new stand was designed which 
took the place of the previous three, 
thus eliminating a number of unneces- 
sary operations. 

(2) It was found that high priced 
mechanics were acting as their own 
“stock chasers,” going back and forth 
to the stockroom for the various parts 
they needed in connection with their 
work. 

This practice was discontinued 
through the establishment of build-up 
kits. Stock clerks, relatively low paid 
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employees, are now supplying the nec- 
essary parts to the higher paid mechan- 
ics at the beginning of each engine 
build-up operation, and the mechanics 
are freed to concentrate on their more 
important work. 

(3) It was found that the work of 
this shop did not flow in logical se- 
quence. Also, in some cases, work was 
being performed outside the shop’ in 
other parts of the hangar, thereby fail- 
ing to receive proper supervisory direc- 
tion. 

This condition was corrected by es- 
tablishing a logical flow of work and by 
placing all functions within the con- 
fines of the engine build-up shop. 

(4) Improper working conditions ex- 
isted; spraying was done in the open 
shop with the result that the fumes af- 
fected all workers. 

This was corrected by enclosing the 
spraying operation and supplying masks 
for the few workers performing it. 

(5) Another unsatisfactory condition 
resulted from the fact that too many 
people were working in the available 
area. 

This was cured by establishing two 
shifts in place of the then existing sin- 
gle shift operation. Better working 
conditions and closer and better super- 
vision were the results. 

(6) Except in a very general way, no 
control was being exercised over the 
production of the department. 


Through the inauguration of modern 
production control devices, supervision 
was given a means for pre-determining 
output and thus controlling the work 
of this department. 

As a result of the foregoing methods 
engineering survey and changes, the num- 
ber of employees was reduced by one- 
third while the same volume of output 
was maintained. Payroll costs were sub- 
stantially reduced from approximately 
eight thousand seven hundred dollars pet 
month to about five thousand dollars per 
month, or annual savings in the amount 
of almost forty-five thousand dollars. 

Other important results were achieved 
which were not precisely measurable in 
dollars. For example, better working 
conditions were brought about; super- 
vision was bettered; skills were prop- 
erly utilized. The shop is in a position 
today to increase its capacity by twenty 
per cent. without increasing its facilities 
to any. substantial degree; this means 
that maximum results are attainable 
from the existing capital investment. 

Another example of methods engineer- 
ing may interest you. Our methods engi- 
neers ate now studying the company’s 
ground operations, that is, the servicing, 
and loading and unloading of planes. 
While this survey is still to be completed, 
it is estimated that the annual savings 
immediately realizable will amount to a 





quarter of a million dollars! One hundred 
thousand dollars of this amount will te. 
sult from the streamlining of forms and 
their use, while the balance will be saved 
through establishing better sequences of 
operations. 

Equally spectacular results are obtain. 
able in the office; it is here that meth. 
ods engineering can be of greatest di. 
rect value to the controller. 

This simple illustration may interest 
you; Fram Corporation, where’ I was 
employed as controller before joining 
TWA, had an office occupied by bill. 
ing clerks. This office was illogically 
laid out—desks were grouped by fours; 
the manager of the section faced away 
from the people he was responsible for 
supervising; there was little or no log. 
ical flow of work. 

First, we rearranged the desks; each 
desk was separated from all others and 
proper aisle space was provided. Sec. 
ondly, the clerks were all faced in one 
direction with the manager of the sec. 
tion seated at a desk in the rear where 
he could supervise their activities. Third, 
a logical flow of paper work was estab- 
lished. 

While I knew that we would achieve 
some efficiency as the result of taking 
the foregoing steps, I was literally 
astounded at the results! The number 
of employees of that department was 
reduced by twenty-five per cent. An- 
nual savings of roughly twenty-five 
thousand dollars were realized. 

Methods improvements are valuable in 
themselves. One of their greatest values, 
however, lies in the fact that methods 
improvements pave the way for stand- 
ards. By standards is meant an attainable 
goal under a given set of operating con- 
ditions. Standards are established in sev- 
eral ways: whenever possible through the 
scientifically developed technique of time 
and motion study. This technique sub- 
jects the elements of each job to precise 
measurement and evaluation. 

Standards are the capstone of meth- 
ods engineering. By giving manage 
ment a reliable yardstick against which 
to measure results, standards provide 
the basis for achieving maximum con- 
trol and bringing about the greatest 
possible reduction in costs. 

Control—cost or any other—can only 
be as sound as the foundation on which 
it is built. The only substitute for 
standards established by methods engi- 
neering is historical or empirical data, 
or just plain “guess work.” Neither of 
these provide a measuring device tel 
able enough for management use as 4 
basis for executive action. 

One of the fundamental results of 
standards is that they make the estab 
lishment of incentive plans possible. In- 
centives are a frank recognition of the 
profit motive in human endeavor. Aftet 








meth¢ 
ards « 
obtait 
ceivec 
from 
plan 
that ¢ 
Wi 
neerif 
art of 
tive % 
costs | 


A 
cedure 
ing. I 

(1) 
a com 
ing d 
sponsi 
supery 

(2) 
for th 
licatio 
procec 
partm: 


An 
partm 
ing ne 
expan 
stant c 

uisiti 
Rear 
from | 
and w 
depart 
nancia 
from t 
operat 
point | 
with o 

In ¢ 
persed 
establi: 
transac 
partme 
strang] 

(3) 
section 
in or 
the tb 
structu 
agemet 
to see | 
strengt 

Perh 
a brief 
ities o: 
tion. 

It is 
where 
portant 
whethe 
tight r 
done r 
be don 

The 
section 

One: 








rest 
was 
ning 
bill. 
cally 
urs: 
way 
» for 


each 
and 
Sec. 
one 
sec: 
here 
nhird, 
stab- 


lieve 
king 
tally 
nber 


was 
five 


le in 
lues, 
hods 
and- 
rable 
con- 
sev- 
1 the 
time 
sub- 
ecise 


neth- 
age- 
hich 
vide 
con- 
atest 


only 
rhich 
for 
engi- 
data, 
or of 
reli- 
as 4 


s of 
stab- 
>, In- 
f the 
A fter 








methods have been improved and stand- 
ards established, the best results will be 
obtained only if full cooperation is re- 
ceived from supervision and, preferably, 
from individual workers. The incentive 
plan is the best medium for enlisting 
that cooperation. 

With the exception of methods engi- 
neering, no other single device in the 
art of management has proved so effec- 
tive as incentive plans for reducing 
costs to their most efficient levels. 


ORGANIZATION PROCEDURES 


A word about the organization pro- 
cedures section of industrial engineer- 
ing. It has three major functions: 

(1) It is responsible‘ for maintaining 
a complete organization manual, includ- 
ing descriptions of functions and re- 
sponsibilities of all key executives and 
supervisory personnel. 

(2) This section is also responsible 
for the analysis, development, and pub- 
lication of important interdepartmental 
procedures designed to keep interde- 
partmental barriers at a minimum. 


An example of an important interde- 
partmental procedure is that for acquir- 
ing new office and other space. In an 
expanding organization, there are con- 
stant demands for additional space. Ac- 

uisition of space involves a number of 

imstmnate—-aiethods engineering 
from the standpoint of efficient layout 
and working conditions, the treasury 
department from the standpoint of fi- 
nancial outlay, the trafic department 
from the standpoint of sales appeal, the 
operations department from the stand- 
point of suitability to*its needs, and so 
with other departments. 

In a large and geographically dis- 
persed company, procedures must be 
established to expeditiously handle 
transactions involving a number of de- 
partments so that they will not get 
strangled by organizational red tape. 

(3) The third responsibility of this 
section is the coordination of changes 
in organization structure. Because of 
the complexity of TWA’s organization 
structure, it is necessary for top man- 
agement to review all structure changes 
to see that they are logical and result in 
strengthening the corporation. 

Perhaps, too, you would like to have 
a brief explanation of the responsibil- 
ities of our statistics and reports sec- 
tion. 

It is not only important to know 
where you are going, but equally im- 
portant to know where you have been, 
whether or not you have been on the 
tight road, and whether what has been 
done reveals what should or should not 
be done in the future. 

The goals of the statistics and reports 
section are: 


One: To inform management of all impor- 
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tant facts and trends as they are disclosed or 
developed. This is accomplished through anal- 
yses of statistical data and the reports issued 
by the various departments. 

Two: It is the responsibility of this section 
to provide a central statistical service for the 
entire company. 

Three: This section is responsible for sup- 
plying each department with statistical hand- 
books and files embodying those statistics in 
which each department is particularly inter- 
ested, 

Four: It is the responsibility of statistics 
and reports to perform certain. additional re- 
search and analysis functions, such as the de- 
termination of traffic potentials, measurement 
of actual sales against these potentials, de- 
termination of consumer preferences, and the 
ascertainment of the effectiveness of sales ef- 
forts and policies. 

Five: In addition to all the foregoing, this 
section provides such services to top manage- 
ment as the preparation of special reports, 
studies of the activities of competitors, and 


the like. 


We have discussed planning, meth- 
ods engineering, organization proce- 
dures, and statistics and reports in some 
detail, and I trust that you now have a 
full understanding of these functions. 
I feel that you are sufficiently familiar 
with the other functions of the indus- 
trial engineering department to make it 
unnecessary to review those in any de- 
tail—namely, budgets, internal auditing 
and manuals. 

Some of you here may have a ques- 
tion in your mind as to why TWA has 
allocated the responsibility for certain 
functions to the industrial engineering 
department rather than to the control- 
ler's department. The duties of the con- 
troller as defined by The Controllers 
Institute of America include the follow- 
ing: 

“Duty Three—The continuous audit of all 
accounts and records of the corporation wher- 
ever located. Duty .Eight—The preparation 
and interpretation of all statistical records 
and reports of the corporation. Duty Nine— 
The preparation, as budget director, in con- 
junction with other officers and department 
heads, of an annual budget covering all ac- 
tivities of the corporation for submission to 
the board of directors prior to the beginning 
of the fiscal year. The authority of the con- 
troller with respect to the veto of commit- 
ments or expenditure not authorized by the 
budget shall, from time to time, be fixed by 
the board of directors.” 


With the exception of these three, the 
duties and responsibilities of industrial 
engineering do not conflict with the 
other seventeen duties of the controller 
as published by The Controllers Insti- 
tute. i 

But is there really any conflict? The 
Controllers Institute itself points out 
that few controllers perform or are re- 
sponsible for all of the 17 duties listed. 

In our company, we recognize the con- 
troller’s function as a major corporate 
function. On the other hand, industrial 
engineering is an executive function. Put 
another way, the industrial engineering 
department is an extension of the per- 
sonalities of the executive staff and per- 





81 


forms those functions which the execu- 
tive staff itself would perform had it suffi- 
cient time. 

As clearly recognized by students of 
management, the control is the major 
function of the executive staff. Budgets, 
internal auditing, and statistics and re- 
ports are all control functions of a staff 
nature, while accounting is a line func- 
tion. Therefore, the separation of these 
functions in the corporate structure of 
TWA recognizes this logical line and 
staff relationship. 

I trust that you now have a clear un- 
derstanding of industrial engineering in 
our company. TWA’s industrial engi- 
neering Organization is recognized as 
the first business application of control 
division principles as established by the 
army service forces. The latter have 
been described as a twenty-year advance 
in management techniques accomplished 
in just two years. Thus, TWA’s indus- 
trial engineering is industrial engineer- 
ing in its broadest and most modern 
sense, and is a recognized advance in 
the art of modern management. 


RELATIONSHIP OF CONTROLLER AND 
INDUSTRIAL ENGINEER 


From the foregoing discussion, the 
relationship between the industrial en- 
gineer and the controller is self-evident. 

The industrial engineer is responsible 
for working with the controller in 
achieving the most efficient and effec- 
tive results. It should be clearly under- 
stood that the industrial engineer does 
not encroach upon the management re- 
sponsibilities or prerogatives of the con- 
troller. Most industrial engineering 
surveys are joint studies made by teams 
comprising both the industrial engi- 
neers and members of the controller's 
department. When the problem is 
solved, it is difficult to tell who con- 
tributed what, since both the industrial 
engineering and controller's personnel 
did the work together. 

Participation by departmental person- 
nel has many advantages: 


(1) If the operating personnel par- 
ticipate in the study, they have confi- 
dence in the results to be expected and, 
therefore, give it more support. 

(2) The benefits of both an experi- 
enced inside and an objective outside 
viewpoint are provided. 

(3) Operating personnel learn to ap- 
ply basic analytical techniques and are 
made much more self-analytical and im- 
provement conscious. One of the im- 
portant contributions of industrial engi- 
neering is the indoctrination of operat- 
ing executives and supervisors in man- 
agement techniques and methods so 
that thereafter they use these as their 
own. 
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The controller's use of industrial en- 
gineers has four basic advantages: 


One: Time. 

Two: Objectivity. 

Three: A questioning experimental 
viewpoint. 

Four: Specialized techniques. 

Let us examine each of these. 

Time—The usual controller has a full- 
time and all-absorbing job of adminis- 
tration. He may recognize that he has 
problems which need study or that im- 
provements can probably be made, but 
he is too busy to do much about them. 
The industrial engineer, being freed 
from operating details and pressure, has 
the time to gather and analyze all per- 
tinent facts. He also has the time to 
think the problem through and to pre- 
sent the controller with a completed 
staff study, containing the facts and the 
recommended solution. Time also per- 
mits the industrial engineer to work out 
careful plans for the implementation of 
the controller's decision when it has 
been made. 

Objectivity—Executives and supervisors 
are often too close to their problems to 
see the forest for the trees. They are 
frequently not in a position to see the 
over-all picture. Because it is freed 
from loyalty to or dependence upon any 
one functional division and detached 
from operating responsibilities, the in- 
dustrial engineering department is in a 
position to be much more objective than 
are operating officials. 

Questioning Point of View—Along 
with objectivity, the industrial engineer, 
because of the nature of his work, ac- 
quires a questioning, experimental point 
of view. Most of us are creatures of 
habit and tend to resist change. Depart- 
ment managers therefore are not always 
as aggressive as they might be in seek- 
ing changes which will improve their 
operation. The outside questioning 
viewpoint of the industrial engineer is 
beneficial in stimulating managers to 
try new methods. 

Specialized Techniques—The industrial 
engineer has also acquired a kit of tech- 
niques which help him break down and 
analyze management problems. 

Not only is the industrial engineer- 
ing department the extension of the 
personalities of the executive staff as 
stated above, but, when the industrial 
engineer is working with a line execu- 
tive, such as the controller, he may then 
be considered an extension of the per- 
sonality of that executive. Being com- 
posed of a number of individuals, -the 
industrial engineering organization can 
cover a larger area, be several places at 
the same time, and give concentrated 
attention to more problems than can 
key single individuals. It can also re- 
lieve the executive of much time-con- 
suming spade work and thereby free 
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him to concentrate on decision-making 
and other more important aspects of his 
job. Thus, industrial engineering greatly 
extends the area of control and multi- 
plies the effectiveness of the controller. 

In conclusion, industrial engineering, 
in all its phases, operates as a major aid 
to the controller. This is true of plan- 
ning, organization procedures, manuals, 
statistics and reports, budgets, and in- 
ternal auditing. 

As the new techniques of corporate 
industrial engineering are tested in the 
crucible of everyday business life, it is 
believed that they will more effectively 
strengthen the structure of corporate 
management against attrition from in- 
ternal neglect—strengthen management 
to such an extent that it can weather 
the worst foreseeable economic storms. 

In presenting industrial engineering 
as an aid to the controller, I hope that 
I have brought you a few new thoughts. 
My hope is that by calling your atten- 
tion to this new development in the 
management field, that it will become 
more generally accepted and more widely 
adopted by your company and other for- 
ward looking businesses. 

It is my hope and belief that by 
adopting industrial engineering and 
other new management techniques, 
American business can be made more 
efficient, that more jobs can be pro- 
vided, and that America can become an 
even more economically healthful na- 
tion to live in than it is today. 


* * * 


About Mr. Thurston: 


John B. Thurston, industrial engineer, 
lawyer, and public accountant, is Director 
of Industrial Engineering for Transcon- 
tinental and Western Air, Inc., the Trans 
World Airline. Mr. Thurston is a certi- 
fied public accountant of the state of 
New York as well as a lawyer admitted 
to the New York 
and federal bars. 
He holds the 
degrees of A.B. 
from Williams 
College, where 
he majored in 
economics, and 
LL.B. from the 
New York Law 
School. He also 
studied account- 
ing at Benjamin 
Franklin University, Washington, D. C., 
and Pace Institute, New York. 

Before joining TWA, Thurston was 
comptroller of the Fram Corporation, 
Providence, R. I., manufacturers of oil 
filters and many war products. Previous 
to joining that company, Thurston was 
Internal Auditor of The North Ameri- 
can Company, a public utility holding 








company with large properties in $t. 
Louis, Milwaukee, Cleveland, Washing. 
ton, D. C., and elsewhere. In this capac. 
ity he reorganized internal auditing 
throughout The North American System, 

Instrumental in founding The Insti- 
tute of Internal Auditors, he was first 
president of The Institute in 1941-42, 
Despite his many duties, Thurston has 
found time to write numerous articles on 
internal auditing and was editor of “In. 
ternal Auditing; A New Management 
Technique,” first book published by the 
Institute of Internal Auditors. 

Other activities include membership in 
Industrial Methods Society, Controllers 
Institute of America, and National Asso- 
ciation of Cost Accountants. Before join. 
ing the North American Company, Thurs. 
ton served on the staff of R. G. Rankin & 
Co., certified public accountants. 


N.A.B.A.C. Announces Regional Meetings 
and Annual Convention 


Ben N. Jenkins, president of the National 
Association of Bank Auditors and Comptrol- 
lers, has announced the completed schedule 
of regional meetings, and also the annual 
convention. The three regional conferences are 
scheduled to be held this spring in the follow- 
ing cities: 

Eleventh Eastern Regional Conference, Ritz- 
Carlton Hotel, Atlantic City, New Jersey, 
April 24, 25, 26, 27, 1946. 

First West Coast Regional Conference, Seat- 
tle, Washington, May 15, 16, 17, 1946. 

Ninth Mid-Continent Regional Conference, 
Schroeder Hotel, Milwaukee, Wisconsin, May 
23, 24, 25, 1946. 

The twenty-second Annual Convention is 
scheduled for Oklahoma City, Oklahoma, Oc 
tober 21, 22, 23, 1946. 


Not All Bills Become Laws! 


“In the Seventy-sitth Congress, for example, 
no fewer than 11,358 bills were actually intro- 
duced. Of these, 3,113 were reported out by 
committee, and 1, 662 actually became laws. In 
the first session of the present Congress 6,841 
bills were introduced; 2,358 were reported 
committee, and 1,662 actually became laws. Ia 
overwhelming majority of bills, in short, al- 
ways dies in committee. Few people outside 
of their authors regret this; they are more 
likely to ask whether we really need as many 
laws as are finally passed and whether they are 
all wise.” 


Weather “Unionized” 


The weather-man in St. Louis, Missouti, 
either must join the union, or stop telling the 
citizenry over the radio what the weather out- 
look is, the American Federation of Radio 
Artists (AFL) has notified radio station KSD. 

x x * 

The lover of liberty, we must ever remember, 
was not born in an automobile, lullabied with 
radio, nourished with quick-frozen food, raised 
in central-heated houses, clothed in synthetic 
fabrics, entertained by movies, or educated in 
palatial structures of granite and marble. He 
was born in a dungeon—in the fetters of 
tyranny. The timeworn historical cycle has 
been from fetters to faith; from faith to free- 
dom; from freedom to folly; from folly to 
fear; then from fear back again to fetters once 
more. We in twentieth-century America are 
now about midway in the process. Let it not 
be written of us that having eyes we saw not, 
and having ears, we heard not the plainly 
written warnings of the past—H. W’. Prentis,]". 
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Controllers’ Recommendations on Surplus Disposal 
Reflected in Federal Action 


The following report was prepared by 
Mr. Louis M. Nichols, chairman of the 
Committee on Disposition of Surplus 
Property of the Controllers Institute of 
America. Because the views expressed, and 
the policy adoptions indicated in this re- 
port, are of great interest to controllers and 
financial officers, it is published in “The 


Controller.” —T he Editors 


In the original report of the Sub-Com- 
mittee on Disposition of Surplus Property, 
of the Controllers Institute of America, 
copy of which was sent to the Surplus 
Property Administrator, the following rec- 
ommendations were made, among others: 

"In general, redistribution of other than war 
munitions surplus materials and equipment 
owned by the government should be carried out 
as far as possible through the same channels 
through which they were sold. The government 
would allow the original manufacturer to draw 
upon its surplus stocks, to fill an agreed upon 
proportion of its current orders from distribu- 
tors and other.customers at a cost, sufficiently 
below the manufacturer's current cost, to com- 
pensate him for diverting orders and lessening 
his volume of current factory production. If the 
material needs reconditioning or repacking, it 
would be shipped back to the manufacturer, 
transportation prepaid, with a further allowance 
to the manufacturer for doing this. 

"Such machine tools as could not be utilized 
in this country as described above should be 
made available in the foreign markets through 
the original manufacturers on proper compen- 
sation by the government for reconditioning and 
reselling. This recommendation would apply 
also to all other surplus equipment and ma- 
terials.”’ 

A recent special report on developments 
under surplus war property disposal states: 

“Orthodox distributing methods will be 
used wherever and whenever possible, 
despite criticism of some of the actions 
taken under this policy. Original manu- 
facturers of brand name products who are 
getting first choice will attempt to To 
the ‘surpluses’ during the period of short 
supplies and pent-up demand. This will 
help augment the regular supply of some 
scarce items and tend to limit the effective- 
ness of the black market for such products. 
Wholesalers and other distributing agen- 
cies will service the smaller purchaser in 
most cases, with few sales being made di- 
tect to retail outlets or to ultimate consum- 
ets. Auctions will constitute an outstanding 
exception. 

“The Clayton administration suggested 
that specialized equipment be placed in the 
hands of original or related manufacturers 
who would act as agents of the disposal 
agency for a commission. Agents would 
inspect, inventory, store and do whatever 
necessary to put equipment in first class 
condition at the expense of the Govern- 
ment. Sales would be made through reg- 


ular distributing channels at the same 
prices that the agent-manufacturer 
charges for his own merchandise. Gov- 
ernment-owned materials would be sold 
on a percentage relationship with new 
products. 

“Such a plan was suggested for cutting 
tools, parts. and supplies, electrical and 
communication equipment and other prod- 
ucts for which the demand is limited and 
specialized. The RFC has already de- 
veloped a plan for consignment of surplus 
communications equipment in this country 
to the original manufacturers. The largest 
declaration by the Army was some $13,- 
300,000 cost value, of vacuum tubes. 
Nearly half of these tubes have been re- 
turned to original manufacturers for dis- 

osal under contract agreement, and are 
being promptly sold for Government ac- 
count. But most of the surplus communica- 
tion equipment is arising out of contract 
terminations, and will be disposed of under 
the RFC plan to sell back to original manu- 
facturers on a consignment basis. Where 
manufacturers contend that there is no pos- 
sible sale for certain equipment and inde- 
pendent expert opinion concurs, it is 
planned to scrap the equipment on the spot 
without causing any further loss to the 
Government through packing and trans- 
porting.” 

The Surplus Property Administration's 
policy concerning sale of war surplus trade- 


. marked products to original manufacturers 


may be set back on the track again soon, 
now that disposal of consumer goods has 
been taken over by the Reconstruction Fi- 
nance Corporation from the Commerce 
Department. 

SPA has decided to deputize automotive 
equipment firms as sales agents for prod- 
ucts of their own manufacture. This is said 
to be only the first of a series of such ar- 
rangements. Another straw in the wind is 
a discount plan which SPA is considering, 
with the manufacturer getting the largest 
discount when inspection and recondition- 
ing of products is necessary. 

In a reversal of its previous stand, SPA 
has approved the first exclusive manufac- 
turer-agent sales agreement for surplus 
goods since the plan for distribution of cut- 
ting tools. Surplus automotive maintenance 
equipment will soon be channeled back to 
the original manufacturers for redistribu- 
tion under a plan somewhat similar to that 
used for cutting tools and communications 
equipment. 

Points in favor of selling automotive 
maintenance equipment back to manu- 
facturers are these: 

(1) A large part of the surplus will prob- 
ably have to be serviced and reprocessed. 
Many wholesalers and dealers lack facilities 
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to do this work economically; others don’t 
want to bother. Besides, they can get the re- 
processed equipment from the manufacturers 
for resale. 

(2) A great deal of automotive maintenance 
equipment is produced for special purposes. 
When a piece of special equipment is sold, 
manufacturers often furnish an instructor and 
service manuals, If manufacturers had no part 
in sales, they would not have the same incen- 
tive to continue such services. 

(3) Consumers will be more likely to buy 
surplus equipment known to be inspected and 
repaired by reputable people. They will pre- 
fer to pay more than if they bought directly 
from the government, and avoid a large repair 
bill later. 

(4) The arrangement is expected to accel- 
erate disposal. The market for surplus auto- 
motive maintenance equipment will probably 
last for about six or nine months more. After 
that, improved designs for new equipment 
will make surplus stocks obsolete. 


Whenever any manufacturer pur- 
chases a large quantity of surplus auto- 
motive maintenance equipment, RFC 
plans to notify his competitors so that 
they may adjust their production pro- 
grams accordingly. 

Although RFC has not indicated 
where else it will seek exclusive selling 
agreements with manufacturers, chances 
are such agreements will be limited to 
machinery and equipment, and items 
commonly thought of as capital and pro- 
ducers’ goods. Automotive parts, trac- 
tor equipment, power cranes and shovels 
are examples of types of surplus which 
would lend themselves most readily to 
such means of disposal. 

Before making any further agree- 
ments for selling exclusively through 
manufacturers, RFC will consult advis- 
ory committees representing the indus- 
tries involved. The future use of such 
plans will depend partly on what the in- 
dustries themselves want. In some cases 
the industry may prefer sales to dealers, 
especially where dealers perform serv- 
ice and repair functions as a normal part 
of their operations. If it is felt that 
manufacturer-agent agreement for sur- 
pluses in an industry is necessary to pre- 
vent disruption of the market, such an 
agreement should be proposed to the 
SPA Industry Advisory Committee, if 
there is one, or directly to RFC. 

The terms of the Johnson bill (S 
1380) amending the surplus property 
act require that any trademarked prod- 
uct shall first be offered to its producer 
at no more than 50 per cent. of the cost 
to the government. Terms would be 
cash on delivery and acceptance, with a 
condition that the goods be resold to the 
manufacturer's regular trade. 

A later recommendation to the Sur- 
plus Property Board was as follows: 
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“The two subjects generally admitted to 
be in more need of revision are the revision of 
preferences and a more practical plan of pricing 
and selling, particularly on general purpose 
machines and tools, standard commerical pro- 
ducer and consumer finished products, processed 
parts, and fabricated materials, or items usable 
as such. 

“With regard to the first of these two, the 
present Act coveres the matter of preferences in 
the provisions of Section 13, ‘Disposal to Local 
Governments and Nonprofit Institutions,’ Sec- 
tion 16, ‘Dispositions to Veterans,’ Section 17, 
‘Dispositions in Rural Areas,’ and Section 18, 
‘Small Business.’ The exact mechanism by which 
these various pressure groups each can be given 
first choice of surplus materials is not made at 
all clear in the bill. 

“Subsequent regulations re-define the prefer- 
ences of veterans as applying to equipment and 
materials that could be used by them in engaging 
in business or other occupational activities in the 
postwar period without defining ‘veterans.’ It 
would seem impractical for any such preferences 
to remain valid for an indefinite length of time. 
The only practical basis for priorities or prefer- 
ences would be as among competing buyers for 
a single major article, or limited quantities at a 
given time, in which case the order of preference 
among them could operate with some effect. 

“Another element of confusion and possibly 
the reason why surplus goods have not been 
moved more readily is the lack of a practi- 
cal pricing policy and the failure to differentiate 
between goods and materials that are of a spe- 
cialized military nature, and those which are 
commercial standard goods, or usable as such. 
Items of a specialized, military nature, if not 
utilizable by the military forces, obviously 
should be scrapped or sold to job lot purchasers 
at competitive bid prices in minimum lots, small 
enough to offer the proper opportunity to small 
business purchasers. They are not of a nature 
that would naturally move readily through nor- 
mal commercial channels, 

“A much more businesslike procedure could 
be adopted for standard commercial producer 
and consumer processed parts and fabricated 
material, or items usable as such. Covering such 
items, a separate loose-leaf catalogue for each 
major commodity group should be issued giving 
normal, current retail list prices. Eligible buyers 
could then designate in which of these cata- 
logues they were interested, and cut down wast- 
age and make them much more usable. 

“The initial catalogue should show the loca- 
tions of the respective quantities of each item, 
and a designation as or B, indicating A— 
‘New, and in Good Packed Condition,’ B—'‘Re- 
conditioned, but in Good Resaleable Packaged 
Form.’ Damaged or ‘as is’ material should be 
excluded from such catalogue listings. A supply 
of order blanks should be furnished to make 
orders easy to handle in a uniform way. 

“Qualified buyers should be issued license 
numbers at the wholesale and retail levels to ex- 
clude opportunist speculators. 

“Discount sheets should accompany each com- 
modity group according to customary trade dis- 
counts. For instance, list less 40 per cent. to re- 
tailers or corporate local government and institu- 
tional users; 50 per cent. to wholesalers ; 60 per 
cent. to original manufacturers (allowing nor- 
mal reselling margin). 

“If the movement, say, in three months is not 
satisfactory at the original discounts, from list, a 
new discount sheet could be issued offering, for 
instance, list less 10 per cent. to individual con- 
sumers; 46 per cent. to retailers and corporate 
and institutional users; less 55 per cent. to 
wholesalers ; less 64 per cent. to original manu- 
facturers. 

"On class B, Reconditioned Goods, a scale of 
longer discounts from list could be offered both 
originally and in later steps. The above reduc- 
tions in net price can be met by re-issued dis- 
count sheets without re-printing the list price 
sheets. 
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‘In order to avoid frequent re-prints because 
of changed quantities, all items should be offered 
‘subject to prior sale’ which would also take care 
of the question of preferred classes of buyers, 
discussed above. At intervals, supplementary 
sheets listing catalogued items where ‘stock 1s 
exhausted’ should be issued to holders of the re- 
spective commodity group catalogues, who could 
eliminate those items from the catalogue sheets 
they are using as a buying guide.” 


The Surplus Property Administrator 
decided not to ask Congress to overhaul 
the cumbersome and contradictory law 
that governs surplus sales. Instead, he 
is asking for some changes in the veter- 
ans’ preference provisions and is trying 
to get along with the rest of the law as 
it stands. 

With regard to the first point as to 
setting up a practical basis for the opera- 
tion of preferences or priorities for vari- 
ous groups of buyers, Mr. Symington 
has submitted a plan to the Surplus 
Property Sub-Committee of the Senate 
Military Affairs Committee by which 
the veterans would exercise their pref- 
erence by buying through designated 
local wholesalers. The objective of the 
plan for using the wholesaler is to make 
it more convenient for veterans to buy 
surplus + property for business purposes 
at the same discounts and under com- 
parable conditions as buyers classed as 
large dealers. (They would no longer 
need to go to one of only eleven “‘out- 
lets” in the United States—the eleven 
“local” offices of the U. S. Department 
of Commerce to take advantage of the 
special privileges extended to them un- 
der the Surplus Property Act.) 

To accomplish this, veterans will be 
classified in Group I, if they are em- 
ployees who need certain tools and 
equipment to carry on their work and 
in Group II if they are actually operating 
a business or are intending to start one. 

Enjoying the status of “large dealer,” 
those in the first group would be al- 
lowed to buy up to $1,000 in merchan- 
dise while the limit for veterans in the 
second group would be $20,000. 

After being classified, the prospective 
buyer would receive from the Veterans 
Administration a book of special cou- 
pons in an amount equal to his proposed 
purchase, which coupons would be pre- 
sented to the wholesaler as the veterans’ 
permit to buy surplus property to the 
limit of the amount covered by the cou- 
pons. 

In the meantime, regulations have 
been issued along the lines recommended 
above setting aside for the preferred 
classes of buyers limited quantities at 
a given time. 

A new surplus property disposal regu- 
lation designed to speed and simplify 
sales was announced recently by the Sur- 
plus Property Board. The effect of the 
regulation is to set up reserves of sur- 
plus to take care of preferential buyers 
—federal agencies, states, municipali- 


ties, veterans and small businesses—and 
let the rest be sold promptly. 

The “NEWA Surplus War Property 
Journal,” in reviewing the new plan 
stated: 

“Formerly, disposal to commercial buyers was, 
in effect, delayed for over thirty days in order to 
allow priority holders first call on surplus goods, 
Now, property in excess of reserves may he 
immediately sold to non-government buyers. 

“THe quantities to be reserved will be deter. 
mined by disposal agencies, based on experience 
and demonstrated demand, with Smaller War 
Plants Corporation assisting in determining te. 
serves tobe held for veterans and small business. 
Reserves are to be reviewed and adjusted periodi- 
cally to prevent excessive stockpiling. Should 
they run low, because of unanticipated volume 
of demand, orders for priority buyers may be 
filled out of unreserved stocks, except those al- 
ready offered for public sale. 

“Reserves will include surplus goods utiliz. 
able by health and educational institutions, SPB 
said, since tax-supported schools, hospitals and 
public welfare facilities are eligible to buy along 
with other government instrumentalities. Regu- 
lations will shortly appear, it was announced, 
which will permit needy health and educational 
institutions, as well as needy nonprofit organiza. 
tions which are not government-supported, to 
obtain surpluses at discounts which will range 
down to nominal prices.” 

In Chicago, RFC will begin a new 
method of disposing of new and used 
surplus trucks, automobiles and other 
motor vehicles. Previously, consumers 
goods were sold once or twice a month 
to the highest bidders. Now, the goods 
will be sold “around the clock,” with 
Federal government agencies having 
first choice on Monday; state and local 
governments on Tuesdays and Wednes- 
days, and veterans on Thursdays and Fri- 
days. Veterans must be certified as buy- 
ers by the Smaller War Plants Corpora- 
tion. 

Along the lines of the recommenda- 
tion as to ‘disposition of standard com- 
mercial goods at predetermined dis 
counts at various trade levels, Special 
Order 24, designed to set purchase dis- 
counts for all classes of buyers, estab- 
lishes the following rules for RFC which 
provides that: 


1. Surplus consumer goods as far as 
possible shall be offered in minimum 
quantities that will enable small inde- 
pendent retailers who normally buy di- 
rect from manufacturers to participate; 

2. Discounts from the net prices 
quoted to retailers shall be offered to 
wholesalers who agree to use their best 
efforts to sell to small retail establish- 
ments (the minimum quantity purchase 
subject to this discount will be stated in 
each offer) ; 

3. Certain large retailers, such as chain 
stores, mail order houses and co-opeta- 
tive organizations, who normally put- 
chase in large quantities, many of whom 
perform an intermediate distributive 
function in moving goods to the con- 
sumer level, may be granted a discount 
of not more than 5 per cent. on a mint- 

(Please turn to page 89) 
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The Controller—His Authority 


Men seek power, positions of power, 
symbols of power. Authority, like elec- 
tricity, is a kind of power. Men seek 
authority. Where movement, change, 
improvement, or progress is wanted, 
(power) authority must be present. Au- 
thority has been a prime device for 
achievement since the time of Adam. 
The history of man, the story of the na- 
tions is a story of the use and shifting of 
authority. The tribal chiefs, the prince 
and the king, the president and the bu- 
reaucrat are all evidences of the effort to 
build positions of authority. The right 
to govern and to command is the theme 
of political history. 

This desire for recognition and power 
is true in all of our affairs. Perhaps you 
recall the pictures of the Greek Bishops 
in the newspapers recently. Their robes 
and crowns were ornate and symbolic. 
These were to convey and impress their 
membership with their position and au- 
thority to speak on religious matters. 
The buildup of the prestige of priest and 
preacher, bishop and patriarch, in all 
ages and in all churches, is a good ex- 
ample of positions of authority which 
are established and evidenced to assure 
a right to speak and to be heard. 

You may remember something of the 
struggle, both figurative and real, as to 
who is the head of the house or the head 
of the table in family life in America. 
Even this is an effort to build a position 
of prestige to permit the exercise of au- 
thority. 

Authority in business is no less im- 
portant. Wherever business organiza- 
tion exists, wherever levels of responsi- 
bility or supervision are present, there 
are gradations of authority. In fact, au- 
thority requires organization for expres- 
sion, and organization in turn requires 
authority to vitalize it. 

The position of the Controller in a 
company organization is no exception 
to this rule. ‘Fhe Controllers Institute 
of America has been “‘selling’” control- 
letship and building its prestige by em- 
phasizing the responsibilities of the po- 
sition. The purpose has been to increase 
its authority and give the Controller a 
tight to speak and to act in certain defi- 
nite phases of management. 

This matter of authority may be the 
tock upon which Controllership is to be 
built or upon which it is to be broken. 
There are those who say the position has 
been oversold and has too much author- 
ity in many instances. It is high time 
perhaps that we take an inventory of the 
situation. 

I want to talk to you, therefore, on a 
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subject which may be vital to the future 
of the Controller at the executive level. 
His responsibilities are discussed often 
and in some detail. His position and 
place in the organization we describe at 
some length. His technical problems 
are analyzed fully. Great stress has 
been laid on his specialized techniques. 
We have built up the position of the 
Controller from these standpoints. We 
should now give attention to the more 
neglected phase of Controllership. 

There is an “eternal” triangle in every 
responsible executive and supervisory 
position. Two legs of that triangle are 
responsibility and authority, its base is 
performance. 

The authority side of the triangle has 
been very largely neglected in our con- 
sideration of the Controller, either be- 
cause authority is difficult of definition, 
or because authority is an assumed fact, 
or because the exercise of authority is an 
art requiring great skill. Authority 
seems to depend upon qualities and fac- 
tors few of us understand. It is in the 
field of authority, however, where Con- 
trollers succeed or fail. It is in the ex- 
ercise of authority that the Controller 
will maintain his prestige or lose his 
high place in company organization. 


Wuat Is AUTHORITY ? 


Sometimes we talk rather loosely of 
authority. We say, for example, that it 
must be ‘equivalent’, to the responsibil- 
ities placed upon the Controller; that it 
may be either “direct or functional’’; 
and that the Controller must have au- 
thority throughout the‘company organ- 
ization. In most of these comments, 
however, we think very little of just 
what constitutes authority or how it may 
be used effectively. This lack of knowl- 
edge of what authority really is, and the 
wrong use of authority, are no doubt the 
basis for much of the criticism directed 
at Controllers. 

Authority is the power element in 
Controllership. It is the right of the 
Controller to command, to act, or to 


speak on certain subjects because of the 
position he occupies in the company or- 
ganization. This right to command, to 
speak, to act on various matters is due 
largely to the concept of the position, as 
responsibility is assigned to the Control- 
ler, and to the extent they are supported 
by the Management and published to 
the members of the company organiza- 
tion. It is limited by the opinion, or the 
esteem, with which the position of the 
Controller, or the Controller himself 
are held, and the acceptance accorded to 
his instructions by members of the or- 
ganization. 

An analysis of the authority of the 
Controller would seem to indicate that 
there are at least five principal factors 
which determine the authority of the 
Controller: 

The position of the Controller. 

The commands of the Controller. 

The channels of communication available to 
the Controller. 


The personnel of the organization served. 
The Controller himself. 


THE CONTROLLER’S POSITION 


Much depends upon the position of 
the Controller in the organization he is 
to serve. The concept of Controllership 
in the minds of the people who establish 
the position, the assigned responsibil- 
ities and duties, and the executive level 
of the Controllership, all are extremely 
important. They determine the scope 
of the Controller's responsibility and 
the prestige and the authority vested in 
the position. 

There are decided differences in the 
assignment of responsibilities to the po- 
sition of the Controller as between com- 
panies, due to differences in operating 
conditions or in concept as to the nature 
and utility of the position. The range 
in position and authority extends from 
the old English general accountant to 
the executive control officer we know to- 
day in some companies. Sometimes the 
history of a company, its development of 
executive positions, its management 





to sharpen their focus on the subject. 





PERSPECTIVE AND PERSPICACITY 


Every controller and financial officer—and every member of top management— 
will have a better perspective on this much discussed subject of modern controller- 
ship after reading Mr. Bailey’s manuscript, which he presented before the Decem- | 
ber 18 meeting of the Chicago Control of the Controllers Institute. The perspi- | 
cacity which Mr. Bailey brings to his dissertation should help all those interested | 
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techniques, or its fixed organization 
structure are prime factors. 

The Controllers Institute, some out- 
standing Controllers, and even some 
professional men like ourselves have, 
over many years, aided in establishing 
or developing, in various companies a 
broad concept of Controllership. At its 
maximum this concept gives to Control- 
lership full responsibility for general ac- 
counting, for cost accounting, for the 
accuracy of data, for the establishing of 
accounting procedures and standards, 
for budgeting and for forecasting op- 
erating results, for the preparation of 
financial reports, and for explanation 
and interpretation of accounting and 
cost information to executives. Under 
this concept it is the business of the Con- 
troller to establish the formulae and the 
standards which will measure efficiency 
of expense and expenditures. 

This broad concept of Controllership 
and the responsibility attached to the 
office can hardly fail to accord recogni- 
tion to the position of the Controller 
which will give it high standing and 
prestige, and the authority which goes 
with it. 

It is of very great importance from 
the standpoint of the understanding of 
the position of the Controller that the 
responsibilities and duties of the Con- 
troller shall be well published to the 
members of the organization; first, in 
the by-laws, if he can gain sufficient 
recognition to have this approval of the 
concept of Controllership so that he will 
be recognized fully by top management; 
and second, in announcements or in- 
structions, if his fellow executives, su- 
pervisors and personnel throughout the 
company are to know his function and 
his place. 

If the place of the Controller or the 
level from which he operates in the com- 
pany organization is recognized as on 
a level with other principal executives 
_ with whom he must work, to whom he 
renders service, and with whom he coun- 
sels, his voice will be heard much better, 
than if his position is on a secondary or 
tertiary level. 

The Controller's position requires 
that he act as an advisor and counsellor 
to executives. The Controller may head 
whatever departments or offices are en- 
gaged exclusively in accumulating, re- 
cording and reporting data relating to 
accounts and costs, expenses and expen- 
ditures, sales and revenues, assets and li- 
abilities. The Controller will set the 
. standards of form and practice for such 
data for all departments and offices. 

Within the scope of his own organiza- 
tion, the position of the Controller exer- 
cises direct supervision over the execu- 
tion of work and the meeting of require- 
ments. Outside his own group the Con- 
troller obtains adherence to standards by 
indirect action. In this respect his po- 


The Controller, February, 1946 


sition is somewhat unique. It is in this 
area that the authority of the Controller 
may be weakest and results least satis- 
factory. It is here that the Controller 
often tries to enlarge his organization 
and to increase his prestige by transfer- 
ring work and personnel to his own di- 
rect supervision. In some cases this is a 
confession of failure and results in 
criticism. 
LIMITATIONS 


Perhaps it is well to mention that, 
even with this broad concept, which 
gives to the Controllership great respon- 
sibilities, there are limitations which 
should be recognized. 

1. The Controllership should not include the 
physical custody of company assets. 

2. The Controllership should not include the 
actual negotiation or making of commitments 
resulting in liabilities. 

3. The Controllership should not include opera- 
tion of manufacturing, sales, or financial de- 
partments. 

4. The Controllership may directly operate ac- 
counting and cost departments where the sole 
function is to record and accumulate, or to 
verify or standardize data involved in arriv- 
ing at a proper statement of conditions or 
results. 

5. The Controllership must exercise much of 
its authority through the setting up and use 
of standards. 


The position of ‘the Controller must 
not infringe on other organization ju- 
risdictions. His responsibilities are con- 
fined in any event to obtaining proper 
data to reflect status, change, progress, 
efficiency, trends and prospects and to 
reporting and explaining the signif- 
icance of such information. 

If the position of the Controller is 
well established, is well recognized by 
the members of the organization, and 
carries the prestige of a high executive 
level, it will be a position with a right to 
command, a right to be heard, a right to 
act; in short it will be a position of au- 
thority and influence on accounting, 
cost and related subjects. 


NATURE OF COMMANDS AND INSTRUC- 
TIONS 


While the position of the Controller 
is vested with certain authority in con- 
nection with matters delegated to the 
position, the nature and content of the 
commands, instructions or requests of 
the Controller must conform also to the 
understanding of his position by his as- 
sociates and subordinates. 

Within the limits of his assigned re- 
sponsibilities, he may outline policy, an- 
nounce principles and establish accounts 
and standards. 

The subject of his pronouncements, 
their timing, their He pememgrs their 
wording, their tone and their relation- 
ships are contributory to prompt action 
a proper execution. If subjects are 
treated promiscuously, if instructions 
are poorly drawn, if carelessness is ev- 


ident, if they are outside the scope of 
the authority it is understood is vested 
in the position, the instructions and te. 
quests may be ineffective. 

The Controller cannot work alone 
when devising or preparing instructions, 
He must work and collaborate with 
other executives, associates and subordi- 
nates. The content of his instructions 
and the nature of prescribed standards 
should be well known usually before 
they are issued. He must permit others 
to contribute to the development of 
policy and practice. 

If the Controller is skillful, the con- 
tent and arrangement of the instructions 
are determined by the requirements for 


acceptance and performance in the or-. 


ganization groups which will be affected. 
It is usually best if the requests of the 
Controller follow established form and 
the purpose of each is explained. 

The spoken and written words of the 
Controller must accord with the respon- 
sibility assigned to his position. They 
must be practical. Their necessity must 
be recognized or justified. 

We think of the authority of the Con- 
troller as applicable only to people or to 
performance. We must remember that 
he also explains and interprets reports 
and advises and assists other executives. 
He may be called upon for explanations 
by directors and others. His words must 
command respect. He must speak with 
authority. 


CHANNELS OF COMMUNICATION 


The channels of communication open 
to the Controller must provide for 
written or oral instructions. The writ- 
ten channels usually include chiefly: 

The chart and description of accounts. 

Statements of policy as to accounts, costs, pro- 

cedures and reports. 

Standard practice bulletins and instructions. 

Control over and standardization of record 

and report forms which provide for the 
required data. 

Schedules for timing the various steps in proc 

essing and reporting. 

Day to day memorandums to supervisors, par- 

ticularly in his own organization group. 


Oral instructions are usually issued 
through supervisors. It is important 
that the supervisors shall be able, loyal, 
and intelligent to assure a free and effec- 
tive flow of instructions to personnel. 

While these lines of communication 
are important within his own organiza- 
tion group, they are still more vital 
where members of the organization f¢- 
port to other executives. The Control- 
ler’s authority must be expressed chiefly 
through these channels. 

If these lines of communication afe 
well recognized, long established and 
have general acceptance, the requests 
made and the instructions given are 
much more readily accepted by person- 
nel than if the methods of giving in- 





struc 
stant! 
Some 
whicl 
given 
cepta 
who 
spect 
PEI 
Sin 
effect 
noun 
quest: 
clear 
sonne 
edge 
of th 
ceive 
and u 
Th 
huma 
enter 
spend 
identi 
and fj 
the o: 
their 
ance, 
dispos 
mann 
forme 
standz 
find t 
ments 
and le 
tion te 
tions ¢ 
find \ 
forma 
Son 
on the 
are wi 
Some 
under 
data r 
have | 
Own i 
tions 2 
Oth 
empha 
of the 
comm: 


If w 


T 
i ¢ 
T. 


T 


we are 
a beau’ 
gine is 
ready | 
stalled 
The ta 
must | 
somew 


One 
ns, 
rith 
rdi- 
ons 
ids 
‘Ore 
1ers 

of 


‘on- 
ons 
for 


ted, 
the 
and 


the 
On- 
hey 


lust 


‘On- 
r to 
‘hat 
orts 
ves. 
ons 
lust 
vith 


pen 
for 
rrit- 


pro- 


ns, 
cord 


the 


broe- 


ued 
tant 
yal, 
tec: 


tion 
iza- 
rital 
re 
rol- 
iefly 


are 
and 
ests 
are 
son: 





¥UM 


struction are occasional, disrupted, con- 
stantly changed, or poorly cultivated. 
Someone has said that the manner in 
which commands and instructions are 
given measures in large degree their ac- 
ceptance by those who receive them and 
who are expected to perform with re- 
spect to them. 


PERSONNEL OF THE ORGANIZATION 


Since authority in an organization is 
effective only to the extent that an- 
nounced standards, instructions and re- 
quests are accepted and acted upon, it is 
clear that much depends upon the per- 
sonnel of the organization, its knowl- 
edge and understanding of the position 
of the Controller, its willingness to re- 
ceive instructions, and its recognition 
and understanding of them. 

The members of the organization are 
human beings, and psychological factors 
enter into the whole problem. We could 
spend a great deal of time in an effort to 
identify and discuss the various mental 
and personal reactions of members of 
the organization, due to their position, 
their duties, their record of perform- 
ance, and their personal characters and 
disposition, as well as the extent and 
manner in which they have been in- 
formed of the policies, practices and 
standards of the Controller. We would 
find that there are certain of these ele- 
ments and factors which are constructive 
and lead the members of the organiza- 
tion to respond favorably to the instruc- 
tions of the Controller. Others we would 
find were destructive and hinder per- 
formance. 

Some members of the organization are 
on the same level as the Controller. Some 
are within the Controller's organization. 
Some are within organization groups 
under other executives, who originate 
data needed by the Controller. Some 
have loyalty to supervisors and to their 
own ideas, as well as differing concep- 
tions as to duties and procedures. 

Other interests may receive a greater 
emphasis or better hearing than those 
of the Controller. Obedience to other 
commands may result in conflict. 


THE CONTROLLER HIMSELF 


If we consider only 


The position of the Controller, 

The commands of the Controller, 

The channels of communications for 
the Controller, and 

The personnel of the organization, 


we are in the posjtion of the fellow with 
a beautiful car. It is all there. The en- 
gine is in i. The ignition system is 
teady to function. The gas tank is in- 
stalled and the fuel line is connected. 
The tank is full of gasoline. Now we 
must have a capable operator to get us 
somewhere. 
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Suppose, now, we move on to another 
factor in Controllership which alone 
can bring life, action, achievement 
through the authority of the Controller. 
That is the Controller himself. If you 
have had an opportunity to deal with 
and talk with Controllers in companies 
both large and small, you will agree that 
notwithstanding the great importance 
which must be attached to the position 
of Controller, to the nature of the com- 
mands of the Controller, and to the ways 
in which instructions are issued, the 
Controller himself is the most impor- 
tant factor. 

Perhaps the principal points of inter- 
est in this connection are the Control- 
ler’s personality, his character, his abil- 
ity, his qualities of leadership, his sales- 
manship. 

His personality may be pleasing or 
displeasing. He may be egotistical or 
retiring. He may be pleasant and 
friendly, or disagreeable and cold. He 
may be liked or disliked for his appear- 
ance, his approach, his conversation. 

The personal character of the Con- 
troller is important. He may have high 
ideals. He may be a gentleman. He may 
be respected for his conduct. He may be 
married and have a family. He may be 
honest. He may be diligent. He may be 
fair. All of these characteristics may have 
a bearing upon the Controller's position 
and authority. 

The Controller's personal and techni- 
cal ability is important. He may be well 
recognized as an able executive. He may 
know costs. He may work with others 
with respect to methods. He may be a 
well equipped Controller because of his 
business training and business experi- 
ence, and his contact with other execu- 
tives and his performance from day to 
day. The appropriateness and perfec- 
tion of his commands—all may testify to 
his ability. If his ability is recognized 
and his performance is satisfactory, 
these add to the influences of his posi- 
tion. 

The leadership qualities of the Con- 
troller have wide influence. He may be 
enthusiastic. He may invite and obtain 
cooperation. He may make suggestions 
helpful to his associates. He may be 
familiar with the data flowing through 
his office and make it available with 
helpful comments to other executives. 
He may build Soa in his own organ- 
ization. He may be a master in his re- 
lations to other executives and to sub- 
ordinates. He builds respect and pres- 
tige to the extent that he can fulfill these 
requirements. 

Perhaps, it is most important that he 
shall be a salesman. As a servant to 
Management, as an advisor to executives 
and as a staff executive who must de- 
pend upon determining and proclaiming 
standards to obtain and measure per- 
formance, he must be a salesman. The 
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fine qualities of salesmanship must enter 
into the personal abilities and qualities 
of the Controller himself. 

He must know his requirements. He 
must be able to tell them. He must 
know the philosophies back of his op- 
erations and be able to explain them. He 
must know the data flowing through all 
departments which are vital to the Man- 
agement in determining results, and in 
photographing the condition of the 
business. He must know the methods by 
which good results can be obtained in 
accumulating and reporting accounting 
and cost information. He must be able 
to explain those methods and sell those 
methods in the light of his own require- 
ments. 

He should be able to appraise his own 
position and the results he obtains as a 
service to the business, to all the execu- 
tives and to the management. His per- 
ception may be keen. His strategies may 
be good. His diplomacy may be effec- 
tive. His product and service may be 
above criticism and without serious de- 


. fect. He must measure his ability by his 


accomplishment in selling his require- 
ments, the techniques that are necessary, 
the performance which must be attained, 
and the service which must be given. 

The Controller must choose able men 
as his assistants. : The Controller him- 
self is sure to be weak in a number of 
ways. He must surround himself with 
men who supplement him and can 
strengthen him in ability and perform- 
ance. This will make ip for many of 
his shortcomings. 

It is in the light of all of these facts 
that the Controller himself adds to or 
detracts from the prestige of his posi- 
tion, strengthens or weakens his right to 
command ; obtains acceptance of his in- 
structions, and gets cooperation of his 
assistants. 

The test of the authority of the Con- 
troller is the extent to which his com- 
mands and instructions are executed, 
measured by his approved standards of 
policy, practice and quality. 

Yes, the vital problems of Controller- 
ship as they relate to its authority de- 
pend most upon the Controller himself. 


Wuat CAN WE Do Asout IT? 


Should we say at this point that The 
Institute and the rest of us have over- 
sold Controllership? If there should 
be a critical appraisal of the position of 
the Controller in company organization 
at this time, as some believe, if there are 
shortcomings, are they due to the fact 
that we have built Controllership to the 
point where few men can fill the posi- 
tion, or have we or the colleges failed to 
develop men and equip them to deliver 
the services and the products required 
from their effort. 

I do not think Controllership has 
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been oversold. It cannot be oversold as 
long as we hold to the “controls” field. 
Nevertheless, if we are to maintain the 
prestige of Controllership at the high 
executive level we have sought, it seems 
to me we must now give attention to the 
Controller himself—the selection of able 
men and the development of all the per- 
sonal “equipment” the Controller needs 
to attain the results expected of him. 

There are some steps Controllers can 
take to build prestige, respect and au- 
thority for their undertaking. 

Let us attempt to have the responsi- 
bilities of the position of Controller 
well defined, well stated and well pub- 
lished to members of the company or- 
ganization, in the by-laws and in com- 
pany instructions. 

Let us stress the need for well trained 
and able men with good personal qual- 
ities, high = character, honesty, 
traits of leadership and salesmanship, an 
attitude of service—all factors which 
will add to the position and give respect 
to the acon > and instructions of the 
Controller. 


Let us establish and foster recognized 


lines of communication for transmitting 
instructions to members of the organiza- 
tion, at their various levels, and in the 
various areas of activity. 

Let us provide standard types of in- 
struction as to organization, policy, 
standard practice, standards for form 
and report design and control, and man- 
uals for the assignment of duties to posi- 
tions within our departments. Let us use 
these methods of communication and in- 
struction effectively. 

Let us maintain qualified and able 
supervisors in our organizations to aid 
in maintaining free and open channels 
for transmitting written and oral in- 
structions. 


SOME OBSERVATIONS ON CONDUCT OF 
THE CONTROLLERS 


Based on observations of Controllers 
in companies large and small, here are 
some points which might be helpful in 
developing the Controller’s prestige and 
authority: 

Do not outshine the “Chief.” In other 
words, do not try to be general manager. 
Be his right hand man, his advisor and 
his assistant, and be these 100 per cent. 

Set out to accomplish your worthwhile 
ends. Accomplish them, directly, if you 
can, indirectly if you must, but remem- 
ber that honesty and timeliness must 
govern all your action. 

Never lose your head. Some Control- 
lers I have met do. As a result, they 
weaken their authority and sometimes 
“really lose their heads.” 

Work with good tools. Like a good car- 
penter, who makes certain about the 
sharpness of the saw, the keenness of the 
plane, the strength of the hammer han- 
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dle, the Controller must have good poli- 
cies; good standards; good procedures ; 
good record and report forms; good 
techniques. 

Know how to say “No.” Perhaps there 
is no other fault so great as inability to 
say “No,” so far as a weak Controller is 
concerned. He is apt to try to do any- 
thing he is asked to do, whether it is 
appropriate or practicable, or not. Some- 
times this same criticism may apply to 
ambitious Controllers who take on 
things too readily and deliver too poorly. 
Learn how to say No. 

Gain the name of being a gentleman. 
This trait is important to all executives, 
but not more so than to the Controller, 
who must be a gentleman among gentle- 
men. His conduct must be courteous. 
He must be held in high esteem. He 
must recognize the rights of others. He 
must be willing to accept the sugges- 
tions of others. He must know how to 
treat others. 

Never cry about your troubles. This, 1 
think, is another very important rule ap- 
plicable to the larger number of Con- 
trollers, They are so prone to tell their 
problems, their difficulties, their fail- 
ures, that they magnify the defects of 
the position and its performance. 

Have the sense to let things settle. When 
trouble brews and when conditions are 
such that success cannot be achieved, let 
things settle. 

“It is difficult to launch a ship in the 
storm.” 

“The time to make hay is while the 
sun shines.” 

Don’t be “‘muleish.” Never, out of pure 
stubbornness, hold to the wrong side in 
a fight. You should always choose well 
the ground and the weapon with which 
you will make your final stand. 

Have good ideas and know how to sell 
them. Keep ahead on policy and practice 
and reports. Know how to describe 
them and their utility and seek to get the 
name for approval or acceptance on the 
dotted line. 

Someone has said “Stick your finger in 
the air, thus you can see which way the 
wind blows.” Knowing the direction 
of the wind, the trend of the hour, you 
can tell when and how to launch your 
proposition and be governed accord- 
ingly. 

Do not fail to catch the mood of those 
with whom you are working and with 
whom you are dealing, with respect to 
any proposition. This ‘measuring of 
the mood” is the basis for your action, 
your sales technique and your timing, 
and it is important that you are able to 
determine the feeling and the views of 
others with respect to your proposals. 

Know how to beg. If you have a propo- 
sition and can’t sell it as a direct benefit 
to others, and yet it is important to your 
success or the success of your organiza- 


tion, know how to beg; know how to ask 
a favor; how to ask for help on your 
own account. 

Never permit an open rupture. Always 
leave the discussion so that it can be re- 
opened or discussed at a later time when 
conditions are more favorable or when 
you are able to make amendments and 
revisions as may be required. 

Do not argue with an arguer. Discus. 
sions should be sincere, free and frank, 
Where it is evident, however, that ob. 
jections or disputes are for the sake of 
argument alone, little is to be gained 
by continuing the discussion. 

Do not get lost in technical and routine 
detail. This is where many Controllers 
mire down. They cannot see the “woods 
for the trees.” 

Know how to open doors to manage. 
ment. Reveal the beauty, the harmony and 
the color in the vistas of good reports, 
well kept records and good practice, 
Stimulate the use of standards, compati- 
sons, ratios and graphs as and where 
they will help and glorify the signif 
cance of trends and forecasts for man- 
agement control and action. 

Keep ahead of the procession. Be ag. 
gressive and progressive, and exceed the 
requirements of your position for abil- 
ity, character, leadership and salesman- 
ship. 

To the extent the Controller himself 
can understand and do these things, and 
surround himself with able men to sup- 
plement his ability and fill in his own 
shortcomings, he will have authority, 
prestige, and power. 


Questions and Answers 


Q.—I was very much interested in what Mr. 
Bailey said regarding the success of a controller. 
I often wonder if the success of a controller 
does not largely depend on top management. 
You ask why I make such a statement? 

Some years ago, I was controller of a com- 
pany, the president of which was also general 
manager of the company. He was just as familiar 
with figures as the controller. He never acted 
unless he had figures, never decided on a policy 
unless he knew something regarding what the 
figures would tell. In other words, figures meant 
a gréat deal to him. He helped make controller- 
ship in that particular company a real job and an 
integral part of management. Later I was asso- 
ciated with the president of a company which 
had a number of plants. He was purely a met- 
chandising man. He knew nothing at all about 
figures. It was the toughest job, and in my opit- 
ion, the most unsuccessful job I had; not because 
I was not functioning, but because top manage 
ment did not know and appreciate what figures 
really meant to the business. 

Maybe you can answer that; whether success 
ful controllership entirely depends upon the 
man or whether top management helps to make 
the controller ? 


Mr. BAILEY: I think there is no question that 
top management helps to make the controllet, 
because there are various things that contribute 
to the controllership. One of them is the position 
of the controller. To the extent that top manage 
ment will permit the assignment of functions 
adequate for the controllership and support the 
controller in those functions, he will have 
authority and really be able to get somewhere. | 
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the position exists and management, which is to 
be furnished and is to use figures, does not use 
them, it is a little difficult to help the manage- 
ment get the results they desire. It is only when 
the whole organization is functioning that good 
results can be obtained. Nevertheless, a man can 
be a good controller even under such conditions 
to the extent that his condition will permit. He 
may fall short in a lot of things he would like 
to do, but still he may satisfy the management. 


Q.—You spoke about the controller not hav- 
ing custody of the assets, Mr. Bailey. That 
immediately raised in my mind the question of 
what about the liabilities of the company, 
especially with regard to taxes and settlement of 
supply claims, termination claims, and things of 
that sort? That is getting away from generalities 
down to specific items. Do you think the control- 
ler should have responsibility for settlement of 
certain liabilities ? 


Mr. Batter: I would think that he should. 
At least so far as setting up and getting approval 
of the figures concerned. A good many questions, 
of course, can be raised with respect to some 
phases of that matter of liabilities. I question 
very much whether or not he should have any- 
thing to do with negotiations having to do with 
liability under normal conditions. I would say, 
no. If it is a question of compiling figures from 
records available to the controller's area, on 
which settlements can be made, it seems to me 
he should take part at least to the extent of pro- 
viding the figures. I doubt if he should do the 
negotiating. 

Q.—What part of the preparation of the or- 
ganizational chart and manual of duties and 
responsibilities of chief executives should be 
that of the controller ? 


Mr. BalLey: I should think we are getting off 
into areas that might not belong to the control- 
ler. The question of defining positions and set- 
ting up job specifications ordinarily would fall 
under some other officer. Although, in some or- 
ganizations, the controller has a good deal to do 
sometimes with the organization chart, or even 
some work in connection with organization 
planning, I am inclined to think he has plenty 
to do without this. 


Q.—Please differentiate between the duties 
of the controller and the treasurer pf a company, 
and their relationship to each other. 


Mr. BAILEY: I am going to revert to the ques- 
tion of the custody of assets. It is the business of 
the treasurer to have the custody of the cash. 
One of the assets of the business, of course, is 
cash. Usually, he would have along with that 
the credits and collections, the receiving and 
disbursing of cash, the custody of funds as, of 
course, they are carried in petty cash or operating 
funds, or in banks. He should, of course, if he 
is a full fledged financial officer, probably have 
relationship with the banks. The business of the 
controller in that connection is to prescribe 
standard procedures, standard records, and re- 
porting forms, and follow through with such in- 
ternal auditing, and check to be sure that the 
records are properly kept—that the reports are 
accurately made, and that the assets are properly 
protected. 


Q.—What is the controller's place in setting 
company policies on general business questions ? 


Mr. BaiLey: In everything that I have said 
here, it has been assumed that the controller is 
on the executive level and that he is a counsellor 
to management. Of course, we do not know just 
what this person has in mind with regard to the 
question of policy or company policies. Where- 
ever the question of policy formation is under 
consideration, the controller, it seems to me, 
should make available in proper form every bit 
of information available in his records anywhere 
to help the management in deciding whether or 
not the policy as proposed should be adopted. 
Not only should he furnish the information, but 
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he should explain it and interpret it, and see that 
the management fully understands the signifi- 
cance of all the data he can furnish. 


.—I have a friendly difference of opinion 
with Mr. Bailey with respect to his comment 
that the controller's function is not that of a 
negotiator. He has to some extent minimized, it 
seems to me, that part of the controller's duties. 
I believe the controller is, to a great extent, a 
negotiator. I would like to ask, for example, 
who does the negotiations with the Bureau of 
Internal Revenue? In the matter of renegotiation 
of war contracts, it seems to me the controller 
had a rather active part; perhaps, in the matter 
of labor negotiations with the unions and so on, 
the controller is not quite so active. But, it seems 
to me, he is a consultant in matters of that kind 
and I want to take friendly issue with Mr. Bailey. 
I do not feel we should have an inferiority com- 
plex along that line. I do not believe the control- 
ler is a servant of management. I think the con- 
troller is a part of management. 


Mr. BAILEY: On this matter of Government 
contracts, there is a place, of course, in most of 
these transactions for every part of management. 
My own idea of it would be that the sales depart- 
ment should negotiate with the Government in 
regard to sales. When it comes to questions of 
prices on certain items, estimating, or reference 
to facts and figures, the controller should enter 
into the picture. If the management is alert and 
keenly so, they probably would not accept a con- 
tract on which the controller presented figures 
to show they could not do the job for the prices 
they proposed. While I think because of the 
ability of certain men, they are called upon to 
do this type of work, I doubt if it is the control- 
ler’s job to help negotiate a contract. On the 
question of terminations of contracts, the con- 
troller does need to prepare a great deal of data 
in connection with that. Sometimes the very 
importance of the data may make it necessary for 
him to sit in on negotiations to explain and in- 
terpret. I do not think he should officially be 
the negotiator. 


Q.—In how many concerns with which you 
have had contact, has the controller’s office been 
set-up under what may be termed “‘ideal’’ condi- 
tions ? 


Mk. BAILEY: I suppose as long as humans are 
human, and as long as managers and vice-pres- 
idents and others are human, you will have diffi- 
culty in getting ideal conditions. I can think of 
a setup in which the position of controller has 
been under “‘ideal’’ conditions,.or what I would 
consider to be almost an ideal situation. By that 
I mean he has been given adequate assignment of 
responsibility in all the areas it would be neces- 
sary for him to have responsibility to furnish 
the management with the data it should have. 
But things go wrong. In the case I have in mind, 
at the present time, the greatest difficulty is the 
controller. He is so immersed in technical prob- 
lems, so buried in routine and detail, he has no 
time for dealing with other executives. Even 
though he is rated there, he is losing prestige 
and authority continually. And yet, so far as the 
records are concerned, it is all there. It is a ques- 
tion of him being able to fit his instructions and 
his requests to the situation; having adequate 
ways of getting instructions out and of being 
able to see a little above the trees instead of all 
the time down in the weeds of detail. I doubt 
if, figuratively speaking, he can see the blue sky. 

No matter how well conditions are set up, 
conditions are ideal so far as the assignment of 
responsibilities is concerned, but he ruins the 
situation. If another controller was assigned to 
these responsibilities, it might be different. He 
has a good technical background, as far as in- 
structions are concerned. He is getting pretty 
good acceptance. The principal reason he is run- 
ning into trouble is because he does it all in his 
own head. He knows his job, but he will not con- 
sult anybody. He is ruining the very condition 
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that was “ideal” when he started. If we had 
“ideal” conditions, we would spoil them. What 
we want is to get the jobs properly set up and 
get men who can handle them, and let them 
build the “ideal” conditions to the extent, of 
course, that it can be done. 





SURPLUS DISPOSAL 
(Continued from page 84) 
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mum quantity which shall be specified 
in each offering; 

4. When the total supply of any com- 
modity to be offered for sale is less than 
demand, consideration should be given 
to the needs of other purchasers before 
large quantities are sold to one or a few 
purchasers. 

5. The price set for the minimum 
quantity sold to small retailers shall be 
known as the “net price” and another 
price to be set for wholesalers should be 
such as to compensate for the distribu- 
tive function to be performed by the 
wholesalers, taking into consideration 
the type of goods, the turnover poten- 
tial, the cost of care and handling, the 
value and the quantity offered; 

6. The minimum quantity offered to 
wholesalers may be less than the mini- 
mum offered to large retailers if condi- 
tions warrant; 

7. No discounts other than those 
specified in the order may be allowed 
and there shall be no graded discounts 
within the same class of buyers; 

8. Precedence should be given to or- 
ders received from small retailers and 
from wholesalers who serve small inde- 
pendent retailers; 

9. Manufacturers who perform the 
distributive function of serving small in- 
dependent retailers may buy as wholesal- 
efs; 

10. Wholesalers and manufacturers 
who operate or control retail stores must 
buy for such stores as retailers; 

11. Buying offices of associated groups 
of retail stores operated on the volun- 
tary chain system of buying will pur- 
chase as retailers. When they buy the 
minimum for large retailers and delivery 
is made to a distribution center the dis- 
count allowed to large retailers will be 
given. 

The principal difficulties still remain- 
ing are in getting usable material in- 
volved in contract terminations declared 
as “surplus” promptly enough to make it 
available in the present “scarcity” mar- 
ket when it is most needed and salable at 
the best prices. It is also necessary that 
the Army and Navy and other operating 
agencies release stocks of needed con- 
sumer goods instead of keeping huge re- 
serves for distant and unknown future 
contingencies. 


co * * 


The government ought never to take more than 
50 cents out of any dollar earned by the tax- 
baver. WALTER F. GrorcE, U. S. Senator. 








The Functions the Controller Should 


Be Prepared To Perform 


The function of the controller in in- 
dustry is to direct the production of and 
to guide the use of facts and figures for 
his company. This is a staff or service 
function performed for the benefit both 
of those who participate in the manage- 
ment of the business and of those who 
share in its results. 

The fully competent controller there- 
fore should be familiar with all the facts 
and figures relating to his business and 
the ways in which they are used by man- 
agement, stockholders, creditors, custom- 
ers, labor, competitors, Government and 
the general public. 

He should be able to direct the produc- 
tion and interpretation of facts and figures 
in the most effective and economical man- 
ner. For this purpose he should have the 
qualifications of a good administrator 
and executive and in addition have an 
analytical and judicial mind and be well 
versed in the technics of financial and 
cost accounting, statistical method and 
office management. 

He must be able to guide the use of 
facts and figures in the development of 
business objectives, policies, plans, meth- 
ods, and standards and for the measure- 
ment and reporting of performance or 
progress in comparison therewith. For 
these purposes he must have a compre- 
hensive understanding of the principles 
of business administration and finance, 
profit engineering, budgetary control and 
political economy and a sympathetic un- 
derstanding of the work, problems, and 
needs of the executives and others whom 
he seeks to serve. Also he must be skilled 
in (human) group lubrication and trained 
to use criticism sparingly, even as the doc- 
tor uses strong medicine; i.e., to help and 
cure rather than to prove his own su- 
perior knowledge and wisdom. 

He must understand also the laws, reg- 
ulations and public relations problems 
affecting business, especially those in re- 
gard to taxation and financial and ac- 
counting reports. 


CENTRALIZATION VS. DECENTRALI- 
ZATION 


The controller’s function is not isolated 
from the other functions of the business 
to the extent, for example, that manu- 
facturing is separated from marketing. 
Manufacturing facts and figures are as 
much a part of the manufacturing func- 
tion as of the controller’s function. The 
same quality applies to the facts and fig- 





By E. Stewart Freeman 





The article which follows was 
prepared by Mr. Freeman in con- 
nection with the educational pro- 
gram of the Controllers Institute. 
Because of its cogency, it is being 
| published in the pages of THE 
CONTROLLER. A special bulletin on 
| "The Functions of the Controller's 
Department,” it should be noted, is 
now being prepared by Dr. Edward 
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in the business organization. The | 
bulletins, which have been sent to | 
all members of The Institute with- 
out charge, are available at fifty 
cents each from National Head- 
quarters of The Institute. 
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ures of marketing and of financing. 
Hence there is room for difference of 
opinion as to the extent to which direct 
line responsibility for facts and figures 
should be centralized under the control- 
ler either for economy or greater effec- 
tiveness or decentralized under the exec- 
utives who are to use them and whose 
organizations must to a considerable ex- 
tent supply the basic data. 

For this and similar reasons there are 
differences in practice between companies 
in the work actually performed by the 
person holding the title of “controller,” 
but these differences are immaterial from 
an educational point of view. A prospec- 
tive controller must be prepared to han- 
dle a fully integrated controllership job, 
including all of the work a controller 
might be called on to perform, even 
though at any particular time and place 
he may not be called on to do everything 
that he knows how to do. The man who 
expects to get ahead does not restrict 
himself in any way but continually pre- 
pares himself for wider opportunities for 
service. 


CONTROLLER VS. TREASURER 


The controller's function differs from 
that of a treasurer. The controller’s func- 
tion is to direct the production of and to 
guide the use of facts and figures while 
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the treasurer’s function is to direct the 
production of and to guide the use of 
money. 

Thus the preparation of the budget, 
and the keeping of accounts and sta- 
tistics, including accounts payable and 
accounts receivable, sales and cost sta- 
tistics, billing, and internal auditing are 
parts of the controller's job. On the 
other hand, the raising of capital through 
stock issues or borrowing, the servicing of 
stockholders and creditors, the granting 
of credit and the collection, receipt and 
disbursement of funds (including pay. 
rolls), and the custodianship of bank ac- 
counts and investments outside the busi- 
ness are parts of the treasurer's job. The 
distinction is thus between (a) the func. 
tion which keeps the records and audits 
the results and (b) the function which 
handles the money and other valuables. 
It is a distinction similar to that which 
applies between the controller's function 
and the other functions such as manu- 
facturing and marketing; i.e., it is the 
difference between (a) the umpire or 
referee who keeps the score or examines 
the results and (b) the actual players in 
the game of manufacturing, marketing, or 
financing. 

Yet the controller's and treasurer's jobs 
overlap in much the same way as that of 
the factory.cost accountant and factory 
department head. Also the education and 
training required by a controller should 
fit him to be a treasurer also. For these 
reasons and because figures were first 
used in connection with money, the func- 
tions of controller and treasurer are fre- 
quently headed by the same man. Yet the 
treasurer is really only one of the execu- 
tives requiring services from the control- 
ler and the full range of opportunities 
for the use of facts and figures in business 
is not likely to be realized until man- 
agerial emphasis is shifted from the ac- 
counting for money to the study of the 
processes of production, marketing, and 
general business administration. 


CONTROLLERSHIP VS. RESEARCH 


Likewise there is sometimes an ovet- 
lapping between the functions of a con- 
troller and that of a research organiza- 
tion. If the research is of a highly tech- 
nical and specialized nature, such 4s 
chemical or mechanical engineering, the 
chance for conflict is at a minimum. But 
methods research may overlap studies of 
costs and market research may overlap 
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- The Controller, February, 1946 


economic studies required for budgeting 
and financial planning. 

The emphasis in research is likely to 
be on the future and to be more or less 
specialized. The control function on the 
other hand, as the name implies, is con- 
cerned more with current operations and 
with the coordination of the business as 
a whole. Yet the two functions will over- 
lap to some degree. Hence some organi- 
zation devices at various levels may be 
needed to coordinate the two so that each 
may use any essential part of the product 
of the other without any unnecessary du- 
plication of work. 

From an educational point of view it 
makes little difference whether methods 
or economic research is carried on under 
the controller or not. A thorough un- 
derstanding of the principles of both and 
the ability to direct and use either is a 
necessary part of the equipment of the 
fully educated and trained controller. 


TAXES AND GOVERNMENT REGULATION 


Taxation and other Government regu- 
lations affecting business are related not 
only to accounting but also to law and 
politics. Accounting, however, is by far 
the larger factor in the case of taxes based 
on income and it is good practice to have 
all taxes handled in one place under the 
controller. But if the company has a legal 
department skilled in tax matters it may 
be convenient to let such department file 
part or all of the tax returns. Yet al- 
ways the controller’s organization must 
furnish the figures and the controller him- 
self should be familiar with the ways in 
which the figures are used. Hence, an 
understanding of taxation and of the laws 
and regulations affecting business must 
be part of the equipment of every fully 
informed controller. 


INSURANCE 


The controller must furnish the figures 
which determine the amount and kind of 
insurance which his company should pur- 
chase. Thus, although controllers who 
are not also treasurers may not have full 
responsibility for insurance, yet the con- 
troller should be familiar with all the 
principles and conditions affecting the 
various kinds of business insurance. 


OTHER SERVICE JOBS 


In every organization there are likely 
to be a number of fringe jobs of a serv- 
ice nature which are common to more 
than one major function or inherent to 
none. Common examples are the steno- 
graphic or transcribing departments, com- 
munications, general files, and perhaps 
clerical liaison units between manufactur- 
ing and marketing. If there are many 
such jobs they may be grouped under a 


service manager. Otherwise they are likely 
to be tucked under whoever has the time 
and ability to manage them. 

Thus, when the controller has a good 
office manager it may be convenient to 
place under such office manager, and 
hence under the controller, a lot of cler- 
ical work which has nothing to do with 
the production of facts and figures. 

The controller himself, however, 
should save his main attention and ener- 
gies for the more important aspects of his 
own function and not spread himself too 
thinly. If he devotes too much of his 
time to the routine of office management 
he is not likely to have time to be a good 
controller. The quality of performance is 
more important than the quantity. 

Hence, if there is a good service or 
office manager reporting to some other 
executive it usually is better to assign to 
him all office work not essential to the 
production of facts and figures. At times 
it may even be good practice to delegate 
to him also part of the less technical 
and more routine parts of the job of 
producing the facts and figures them- 
selves. In the latter case, however, the 
controller should prescribe the work to 
be done and satisfy himself as to the re- 
sults. 

Yet few persons can become control- 
lers or acquit themselves creditably as such 
without first having mastered the art of 
office management. Hence a training in 
office management must be part of the 
training for controllership. 


DEGREE OF INTEGRATION OF 
CONTROLLERSHIP 


We can now sum up by saying that a 
fully-integrated controllership will in- 
clude direct responsibility for the pro- 
duction of all the facts and figures relat- 
ing to the business and for guiding the 


- use thereof by the company’s executives 


and others. The controller as an individ- 
ual may also assume responsibility for 
other jobs such as that of treasurer or 
office service manager, but in such cases 
his work should be so organized that this 
does not interfere with his duties as con- 
troller. 

There is room for differences of opin- 
ion as to the degree of integration which 
is necessary for effective performance of 
the controllership function. Such differ- 
ences reflect the variations of experience 
obtained at various times and places and 
under different conditions. 

A research assistant to the chief execu- 
tive may have access to all the facts and 
figures of the business and may guide 
their use in the formation of company 
policies. But when there is no further in- 
tegration than this, there will be divided 
responsibility for the results and much 
overlapping or misunderstanding is prob- 
able. Facts and figures should be pro- 
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duced under the direction of somebody 
who knows how they are to be used and 
their use should be guided by somebody 
who knows and can direct the ways in 
which they are produced. This is because 
facts and figures are relative rather than 
absolute and concrete rather than ab- 
stract and because the need for them 
changes from time to time. 

If, however, there is added to the work 
of such research assistant the direct con- 
trol of the production of all facts and 
figures which can most effectively be pro- 
duced under centralized control and at 
least a large part of the responsibility for 
planning, coordinating and auditing all 
other facts and figures of the business he 
may be able to perform the more im-' 
portant functions of controllership very 
effectively. Under such conditions he may 
in fact be less likely to be overwhelmed 
with routine work than when his respon- 
sibility for production and personnel is 
more extensive. Z 

We should educate and train our pro- 
spective controllers so that they can 
handle either a fully integrated control- 
lership or a controllership which is only 
partly integrated. 


Labor—Management Responsibility 
in Collective Bargaining 
Discussed in Study 


Labor and management should be given both 
the fullest possible freedom and responsibility 
for working out their own collective bargain- 
ing agreements with a minimum of govern- 
ment intervention, declares a special labor 
committee appointed by the Twentieth Cent- 
ury Fund. The committee which has been 
making a long term survey of collective bar- 
gaining practices in this country, is headed by 
William H. Davis, former chairman of the 
National War Labor Board, and includes a 
former president of the National Association 
of Manufacturers, as well as labor, govern- 
ment and “public” representatives. 

In calling for less government intervention, 
the Fund’s committee suggests as specific ma- 
chinery for increased management-union re- 
sponsibility, the development of “voluntary 
mediation boards composed equally of man- 
agement, labor and public representatives 
within every sizeable industrial community.” 
Personnel for these boards, says the committee, 
can be drawn from Chambers of Commerce, 
local unions, State labor commissions, civic 
and educational bodies, panels of the Ameri- 
can Arbitration Association as well as from 
among those who served on War Labor Board's 
subdivisions throughout the country. 


Federal Tax Alternatives Are Outlined 


The United States Government can collect 
more than three-quarters of its taxes from 
business and individuals only when 50-55 mil- 
lion people are working and industry is going 
full tilt. During the past fiscal year, business 
and individuals paid about 83 per cent. of 
the federal tax burden of $40.6 billion. But, 
should the end of the war bring the end of 
high employment, then the government has the 
following roads to follow: to increase other 
taxes; to levy new taxes; to borrow additional 
money; to cut expenses. 








At the beginning let me clear up one 
important point about internal auditing 
on which there is a lot of misunderstand- 
ing, even by controllers and auditors 
sometimes. Internal auditing—merely for 
the purpose of detecting or preventing 
fenods ail not pay dividends in most 
businesses. If your conception of inter- 
nal auditing is, that by fraud detection 
and prevention, it will save your company 
money, I would not recommend an in- 
ternal audit program for your company. 
The detection of fraud by auditing is an 
expensive process. Most frauds are de- 
tected by other means anyway and insur- 
ance can be secured at a nominal cost. 
The prevention of fraud can be accom- 
plished by a good procedure without all 
of the expensive checking which an au- 
ditor does. 

What, then, is the purpose of internal 
auditing? Certainly we want fraud pre- 
vention and fraud detection. As in in- 
surance, we cannot afford to be without 
it. Internal auditing is the best insurance 
we can get against fraud; but, again, as 
in insurance, most of us lose money by 
carrying fire insurance because premiums 
usually exceed losses. 

Another common misconception with 
respect to internal auditing is that it 
serves as a substitute for a lot of detailed 
work by public accountants. I disagree 
with this thought. In my opinion they 
are two different animals—probably with 
the same ancestors. They should supple- 
ment each other but neither can take the 
place of the other. I realize that some of 
you use your internal audit staffs as pub- 
lic accountants except that they do more 
detailed auditing. I can take no violent 
exception to this practice except that I 
do not think it is worth what it costs 
you. Again, I must be sure that you do 
not get the wrong impression from what 
I have said. I did not say detailed check- 
ing is unnecessary. I did say that it is 
entirely different from that which a pub- 
lic accountant should do. 

In my opinion, the internal auditor's 
approach to his problem is through the 
organization chart rather than through 
the balance sheet as in public accounting. 
I say, let the public ‘accountants worry 
about the balance sheet. It is their job 
to protect the public and the stockhold- 
ers. We will help all we can, but it is 
fundamentally their job. Our job is to 
help management to do its job in operat- 
ing the company at a profit." In fact, I 
believe that is the only justification there 
can be—not only for internal auditing— 
but for anyone who is carried on the pay- 
roll. If we cannot do that, internal au- 
diting is very expensive insurance. 


Internal Auditing Objectives 


By Don S. Grubbs 


When I say the internal audit approach 
is through the organization chart, here is 
what I mean. In every company, large 
or small, there are certain functions which 
must be performed if the business is to 
be operated profitably. There is a sales 
function, purchasing, industrial relations, 
treasury, accounting, legal, traffic, engi- 
neering, operating, production schedul- 
ing, public relations, research, and such, 
with all their sub-divisions. These may 
be combined in many ways, but they are 
all performed in one way or another, and 
neglect of any one of them may easily 
cause losses. Management must recognize 
these various functions and must assign 
the responsibility for them to various 
individuals, depending on the size of the 
operation. 

Top management will outline certain 
principles and policies within which sub- 
ordinates should operate. In turn, these 
subordinates delegate responsibilities to 
lower levels, and so on until provision has 
been made for doing everything which is 
considered necessary. Unfortunately, most 
of us are not smart enough to think of 
everything that needs to be done. Further- 
more, top management cannot see every- 
thing that is done, or if it does, it does 
not have time to figure out what are the 
results. In addition, people are funny— 
they do not do the things they are told 
to do. 


THREE OBJECTIVES 
Therefore the objectives of a good in- 


ternal audit program can be summarized 
in three brief sentences, namely: 


1. See that people are doing the things. 


they were told to do; i.e.. following 
authorized policies and procedures. 
2. Ascertain if the authorized policies 
and procedures provide adequate pro- 
tection against loss at a veasonable 
cost. 
3. Observe opportunities for increasing 
profits. 
I believe that that is what internal 
auditing can do and should do. If the 






internal audit staff does a good job of 
it, I believe management will have its 
insurance, fraud will be prevented or de. 
tected, and internal auditing will be 
proved to be profitable. 

It is important that the three objectives 
be considered as to relative importance. 
Please note the order in which I -have 
listed them. The first thing which man- 
agement has a right to expect from its 
audit division is assurance that its de- 
cisions as to policy and procedure have 
been followed. This is where most of the 
detailed checking is involved. Probably 
90 per cent. of the auditor's time is spent 
on this phase. By making these detailed 
checks, the auditors are able to help su- 
pervisors to perform the job for which 
they are responsible. Whether it means 
checking a payroll back to attendance rec- 
ords or reviewing inventories for obso- 
lete stock or checking a contract termina- 
tion, it all comes under the heading of 
seeing that people did what they were 
told to do. The fact that such checks are 
made is in itself some assurance that in- 
structions will be followed because they 
don’t want to be reported for not do- 
ing so. 

In addition to wanting to know what 
its instructions are being followed, man- 
agement has sometimes found that it did 
not have all of the facts when the de- 
cision was made, or that something new 
has occurred which they did not consider 
when the policy was decided. For ex- 
ample, let us assume that management 
decided that foremen should prepare daily 
reports of production, but that since that 
time, the plant has expanded to the point 
where either the foreman is spending 
most of his time doing this with result- 
ing loss in plant efficiency or he is unable 
to do a good reporting job and the com- 
pany thereby loses control over payrolls, 
costs and inventories. 

It is up to the auditors to see these 
things and to point out to manage- 
ment whereby its instructions should be 
changed. You may answer that you ex- 
pect your regular line organization to see 
these things and to correct them. Cer- 
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Some dissenting opinions as well as a number of constructive observations are 
embodied in this paper by Mr. Grubbs, which he presented at a recent joint 
conference meeting in Pittsburgh of the Pittsburgh Control of the Controllers 
Institute of America and the Pittsburgh Chapters of the National Association 
of Cost Accountants and the Pennsylvania Institute of Certified Public Account- 
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tainly you do—and so do we. The fact 
remains, however, that they don’t—often 
because it just grows up while everybody 
is too busy to realize what has happened. 
The auditors are able to provide a fresh 
review which others cannot always make 
so well because they are too close to the 
trees to see the forest. Therefore, the 
second objective of ascertaining that au- 
thorized policies and procedures are ef- 
fective is very important. This objective 
can be accomplished usually at the same 
time as number one. 


“PROFIT MOTIVE” 


The third objective is the one which 
causes trouble. Observe opportunities for 
increasing profits. Too often have I heard 
someone say “how can that young whip- 
per-snapper be so presumptuous as to 
think he can tell me how-to run my job; 
he has been here three days and I've 
been here twenty years.” That is a hard 
question to answer. In fact, there is no 
satisfactory answer that I have ever heard. 
I know that some of you controllers feel 
that same way about it. The only answer 
that I have ever been able to find is— 
“produce.” 

If the audit staff has wide-awake men 
with initiative and good judgment, it just 
cannot help seeing these things. Natu- 
rally, they will make a lot of mistakes. 
They will be wrong in their conclusions. 
But once in a while, they will get some- 
thing worthwhile, and after a couple of 
these ideas are accepted, management will 
really put on the pressure for more of 
them. It requires all the tact and di- 
plomacy and salesmanship that can be 
developed to get acceptance of this type 
of auditing. But, once accomplished, this 
is the part of the audit program which 
can produce tangible evidence of profits 
from auditing. Without it, you are not 
getting full value for the money‘ you 
spend for auditing. The other objectives 
are the most important—they must come 
first—but if you can superimpose this 
layer of profits—with a sollar mark on 
it—then you know that you are getting 
the other two layers free of charge. 

I am never too much impressed by 
preventive auditing. Sure, it is good— 
but how do I know that it is? I am re- 
minded of that English story about the 
man in London, who was spraying pow- 
der all along the streets of London. Some- 
one asked what it was and he replied that 
it was “lion powder” and would kill any 
lion that touched. it. “But there are no 
lions in London,”’ the other replied. “Yes, 
I know that,” said the other, “but if there 
were, this powder would kill them.” 
Maybe some of our auditing has too 
much lion powder in it. 

Most auditors are inclined to be the- 
oretical rather than practical. I think this 
is as it should be. There are certain prin- 
ciples of internal check and control which 
can be applied to almost any set of cir- 
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cumstances and I think it is up to the 
auditors to point out where these are not 
exercised so that they can either be cor- 
rected or at least so you will know where 
the loop-holes are. At the same time, it 
is my experience that you gentlemen, as 
executives, and the others in your com- 
panies will do very little to fix these weak- 
nesses merely as the result of your au- 
ditors telling you that there is a weakness. 
Usually there are only two things that 
will make you move insofar as control is 
concerned. The first of these is definite 
and specific evidence that a loss has oc- 
curred, and the other is the possibility 
of saving money. When the estan talks 
general principles of control, we are all 
inclined to nod our heads in agreement 
but—'‘we’ll fix that when we get time.” 

This condition is the one that makes 
auditing so costly. It is the constant de- 
mand that reports be factual. So—the au- 
ditors go after facts in order to prove to 
you that a weakness exists. Actually, I 
think you or many others in your organi- 
zation could point out the weaknesses in 
your systems in a very short time merely 
by reviewing them without doing any de- 
tailed checking. But, no—we must have 
proof. So, that is the reason your audit- 
ing costs so much money. Don’t get the 
idea, however, that I take issue with you 
on this point—I am merely pointing out 
a weakness in human nature with which 
auditors must contend. 

There is no audit program and no 
audit report that is worth any more than 
the results that are secufed from it. The 
best audit report in the world may be re- 
posing peacefully in the lower right-hand 
drawer of your desk. That report, how- 
ever, is not worth the paper it is written 
on unless you take it out and do some- 
thing about it. You may have wasted 
many dollars worth of time by having the 
audit made. But (and you will like this) 
I claim that it is not your fault if that 
report got to the bottom of the pile. 
It is the fault of the auditor. For some 
reason or another, he did not get his story 
across. 

A good course in journalism should be 
very beneficial to all auditors. In my 
opinion, we have to learn to write audit 
reports on the same principles that are 
used, for example, in various illustrated 
weekly publications. I know of very few 
people who do not enjoy gettin their 
news through such a magazine. Why is 
that? I think it is because it is brief, to 
the point, and amply illustrated. If audit 
reports could be written in that manner, 
I think you would read them eagerly, 
also. I know of no reason why they can- 
not be written like that. 


REPORT PRINCIPLES 


There are just a few principles that 
must be observed to get the story across. 
1. The auditor must distinguish be- 
tween tmportant and unimportant mat- 
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ters. There is nothing as good a cure for 
insomnia as reading a long report con- 
taining many detatled recitations of con- 
ditions which mean very little to the 
person reading the report. If there is one 
important thing in the report and it is 
buried in forty pages of minor clerical 
errors, and such, I doubt very much if 
you will even recognize it when you come 
to it. How many times have you started to 
read a lengthy newspaper article which 
sounded interesting in the headlines, but 
after reading the first paragraph carefully, 
you skim through the second paragraph 
quickly, and then turn to the next page? 
And then, later, someone tells you of 
something important in that article that 
you missed. That difference between cer- 
tain newspaper writing and some of the 
popular weeklies illustrates what is miss- 
ing in audit reports. 

2. Audit reports must be brief in order 
to hold the attention of the reader. But, 
be careful—don’t go too far in the direc 
tion of brevity. Brevity is a virtue only to 
the point that the complete story is told. 
My principle is that if the matter is worth 
mentioning, it is worth telling enough of 
the story so that the reader can use it 
without having to refer to another set of 
papers or call in the auditor to explain it. 
Too much brevity is worse than too little, 
because the reader may reach false con- 
clusions—and that’s the auditor's fault too. 

3. It is often advisable to write several 
reports on one audit, depending on who 
is the person who should take corrective 
action. There are many different kinds of 
executives. Some of them like a lot of 
detail. Some desire only the highlights. 
To some of them, one thing is important; 
to others something else is important. We 
should try to write our reports as though 
we were writing a personal letter to each 
individual who is expected to make a de- 
ciston. For example, if a certain matter 
requires decisions by a paymaster, a treas- 
urer and a ocntroller, it may be advisable 
to write three Separate reports or sections 
to a report, rather than to try to write 
one report for all three. Maybe the pay- 
master makes decisions on minor phases 
of the matter, in which case you give him 
all the detail. The controller should be 
able to grasp the principles quickly so you 
need give him only a ie brief examples 
as an illustration of the principle involved. 
The treasurer may not be up on his prin- 
ciples of internal check and control, so 
you have to tell him why the thing should 
be fixed. The objective is to get action; 
50, write your reports to the man who 
should take action. 

4. Be specific. As mentioned before, 
most of us are from Missouri and have 
to be shown. It is not enough to say that 
weaknesses exist or losses might occur. 
We must not say that, as a result of scales 
not being tested regularly, losses may oc- 
cur. We must rather say that scales have 
not been tested for sixteen months, tests 
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have been made and disclose that they are 
5 per cent. low and as a result, customers 
have been underbilled by $17,226.98 dur- 
ing that period. I will guarantee that the 
latter statement will get action. Maybe 
the first statement will get action and 
maybe not. 


Now, the question that is always raised 
in any discussion of internal auditing is, 
“what do we audit ?” How far do we go? 
My answer to that is—go as far as you 
can and still get support from top man- 
agement of your company, depending 
upon the ability of your auditors. No 
audit program is any better than the abil- 
ity of the men who make the audits. I 
have seen auditors develop the fact that 
a purchasing department was not using 
good judgment in its buying policies even 
though these auditors had never been 
inside a purchasing department before. I 
have seen auditors develop the fact that 
the wrong type of equipment was being 
used in a certain technical operation, even 
though they certainly could not qualify 
as engineers. I have seen auditors develop 
the fact that transportation costs could be 
reduced even though they were not traffic 
men. I have seen auditors prove that a 
sales department was costing the company 
money, although the auditors were the 
world’s poorest salesmen. 

It is largely a matter of common sense 
and good judgment. There are many who 
confine their audit programs strictly to so- 
called financial matters in order to be on 
the safe side. I agree this is the safe side. 
I do not agree that such auditing is as 
effective as it might be. The one big 
advantage an auditor should have over 
all other members of an accounting de- 
partment is that he can cut across organi- 
zational lines and delve into all the under- 
lying causes for conditions reflected on 
the books. This enables him to provide 
a coordination between accounting and 
all other phases of the business. I fully 
realize that, in sponsoring that type of an 
audit program, I am going to have some 
bad headaches. The auditors will be 
wrong many times. They will get only 
half the story. They will meet plenty of 
opposition and you will have to bail them 
out of hot water. But, I am convinced it 
can be déne—not at once—but gradually. 

In conclusion, I would just like to add 
a few words in behalf of the internal 
auditor. He is a very peculiar animal, 
much like your pet dog. He can take more 
ee ae mentally, than anyone I 

ow, but he is still loyal and keeps on 
trying. Everyone gets irritated at him, 
sooner or later. He is always criticizing 
someone, and who loves a critic? He can- 
not be bought off with favors. He: says 
what he thinks even though he realizes it 
may cost him his job. Just why he is an 
auditor, I can never understand. But for 
some unknown reason, he stays with it. 

All he needs once in a while is a pat 
on the back. 


The Controller, February, 1946 


Corporate Directors’ Role Studied as 
Trustees and Administrators 


A preliminary study of corporate directors 
and their functions was released late in Sep- 
tember, 1945 by the Division of Research, Har- 
vard Business School. The study which was 
made by Dr. John Calhoun Baker, who is now 
president of Ohio University and was formerly 
Associate Dean of Harvard University and Pro- 
fessor of Business Administration at the Har- 
vard Business School “Directors and Their 
Functions’ is available from the School at Sol- 
diers Field, Boston 63, Massachusetts. It is 
priced $2.50. 

In his book, Dr. Baker discusses and illus- 
trates by actual cases, the functioning of direc- 
tors in the light of business and social trends. 
It is emphasized that although directors in con- 
junction with executive officers are responsible 
for the successful operation of corporations, too 
little has been known about the duties and prac- 
tices, and the contributions of directors as they 
actually function. 

Dr. Baker's current study is part of a more 
extensive research study of corporation direc- 
tors which the author has been conducting for 
two years and which grows out of a prolonged 
study of executive functions and compensation 
which has previously resulted in the publica- 
tion of ‘Executives’ Salaries and Bonus Plans,’ 
in 1938. 

The following paragraphs which constitute a 
digest of Dr. Baker's study provide essential 
information about the new publication. 


The research into the broad subjects of di- 
rectors and their place in business society, of 
which this book is the first result, started with 
management problems that large industrial 
corporations must meet and the relationship of 
directors to these management problems. The 
study is set against the background of three 
aspects of the business environment; the sep- 
aration of ownership from management, the 
growing social significance of corporations, and 
the emerging concept of trusteeship. Through- 
out this study two streams of thought recur. 
One of these has to do with the part directors 
play in administration, that is, in getting things 
done. The other has to do with the part di- 
rectors play in trusteeship, that is in keeping a 
balance among the interests of stockholders, 
employees, customers, and the public. 

The examination of individual boards in de- 
tail was found to be necessary to the under- 
standing of relationships among the numerous 
and intricate problems of directors, their func- 
tions and contributions. Wide variations were 
found in the practices and policies of directors 
in many companies. These variations brought 
out the need for investigation into their causes 
and their relation to the environment in which 
the companies and their directorates had de- 
veloped. With the assistance of their manage- 
ments, therefore, detailed studies were made of 
The American Tobacco Company, Climax Mol- 
bydenum Company, General Foods Corpora- 
tion, and Standard Oil Company (New Jersey). 

Six major factors and their interaction were 
studied for each company: the present and his- 
torical composition of stockholder group; the 
personalities in top management, directors and 
executives; key problems facing the business; 
the place of the board in the informal as well 
as formal organizations of the company; the 
methods of communication between the board 
and the executives; and the extent of action by 
the board as a group as well as the action of 
directors individually. 

The investigation revealed great variations 
among the companies in the way similar prob- 
lems were handled. Similarities in functioning 
were limited mainly to fulfilling legal require- 
ments. These differences in four profitable 





companies suggest that if no formal pattern for 
directors is forced on corporations by legisla. 
tion, there is little likelihood of close conform. 
ity or little need for it. Careful diagnosis, ap. 
praisal, and treatment of each company by those 
interested in it are far more sound procedures 
than ingenious remedies prescribed wholesale, 

In spite of the wide variations in practice, 
the following points outline the basic functions 
of an effective board of directors in discharg. 
ing their responsibility for prudent manage- 
ment of the whole enterprise: 

a. The board selects the chief executive and 
senior officers and makes certain that able, 
young executives are being developed. Also, 
the board controls executive compensation, pen. 
sion, and retirement policies. 

b. The board delegates to the chief executive 
and his subordinate executives authority for 
administrative action. 

c. The board discusses and approves objec. 
tives and policies of broad corporate signif. 
icance, such as pricing, labor relations, expan- 
sion, and new products, as well as payment of 
dividends, changes, in capital structure, loans, 
lines of credit, and public relations. 

d. The board checks on the progress of the 
company not only as to immediate profits but 
also as to the discharge of its trusteeship re- 
sponstibilities. Budgets, reports, inspections, and 
other controls aid directors in. carrying out this 
function. They serve as the basis for the di- 
rectors’ most effective approach, which is to ask 
discerning questions from an independent, out- 
side point of view. Also, directors arrange for, 
control, and follow up outside audits and in 
general maintain vigilance for the welfare of 
the whole enterprise. 


Directors need leadership to become most 
effective as a board in meeting their responsi- 
bility for management. To provide this leader- 
ship is the function of the board chairman, 
whether he is the chief executive or a separate 
officer. If the chief executive carries the dual 
responsibility for administration and for critic. 
ally checking results, or if separate officers lead 
the board and the executive organization, the 
position of chairman presents a real challenge 
in organization and human relations. The 
chairman can meet the challenge through: (1) 
bringing before the board questions where con- 
flicts of interest might occur, such as salary 
payments, pension plans, determination of divi- 
dends, .review of independent audit reports, 
complaints of stockholders, and other prob- 
lems emphasizing trusteeship; (2) supervising 
the selection and election of directors and ex- 
ecutives and passing on skills and experience 
in management; (3) guiding attention to the 
policy questions emerging from executives’ op- 
erating decisions; (4) proposing sound stand- 
ards of board procedure; (5) drawing from 
directors their maxim contributions by arrang- 
ing for consultation and by opening appropti- 
ate questions for board discussion and action; 
(6) preparing agenda that will bring regularly 
before the board questions and information for 
appropriate action. 

The essential concern of corporation direc 
tors, particularly in our large corporations, 1s 
not today, nor should it ever have been, merely 
protection of stockholders and their interests. 
The problem is the reconciliation of private 
enterprise with the smooth functioning of 4 
democratic society with justice to all groups: 
stockholders, executives, employees, creditots, 
customers, and-the public. Such a broad con 


cept of the functions of directors is frequently f 
overlooked. Nevertheless, this should be the [ 


contribution of directors to our national life, 
the report emphasizes. i 
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Same figure, one hundred times. 
All right in the schoolroom, but in 
business who wants a figure written 
over and over and over again? 


Nosopy DOES, naturally. Figure- 
copying invites mistakes, squanders 
money, results in mountainous rec- 
ords. Yet every day in accounting 
departments this needless procedure 
goes on! 

With Comptometer Peg-Board 
Methods to co-ordinate accounting 
jobs, you can make original records 
produce final results. The first posting 


@.W. avER & son 
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of a sale or an expenditure or a 
labor item is the /ast. It need 
never be copied again. No elaborate 
equipment is needed to re-sort and 
locate it. Errors are minimized. 


Comptometer Peg-Board Methods 
are so flexible they yield any com- 
bined statement you wish—regard- 
less of whether it involves inventory 
or production control, sales analysis, 
payrolls, financial reports or labor 
distribution. 

Economy-minded business—of 
every size—is utilizing Comptometer 
Peg-Board Methods to effect tre- 


mendous savings. Learn how they 
can simplify your own problems. Write 
for a copy of “Comptometer Peg- 
Board Methods,”’ or telephone your 
nearest Comptometer representative. 
The Comptometer, made only by 
Felt & Tarrant Manufacturing Co., 
Chicago, is sold exclusively by the 
Comptometer Company, 1734 N. 
Paulina St., Chicago 22, Il. 


COMPTOMETER 


REG. U.S. PAT. OFF. 


Adding - Calculating Machines and Methods 











Educational Program Advanced 











A meeting of the National Committee 
on Education, of the Controllers Insti- 
tute of America, was held in New York 
on December 8, the results of which, by 
reason of the opinions expressed and the 
program developed, should be of inter- 
est to the entire membership. Consid- 
erable discussion related to the value and 
projected use of Bulletins 1 and 2, pre- 
pared by Educational Research Director 
E. B. Logan, on the subject of “The 
Controller's Place in the Business Or- 
ganization.” At the suggestion of Na- 
tional Headquarters these Bulletins were 
released to members with a recommen- 
dation to the Committee on Education 
representing each local Control that the 
material be used for discussion purposes 
at an early meeting. It was intended 
that college deans and other qualified 
educators in the field of business be in- 
vited to such meetings for the purpose 
of contributing to the discussion and in- 
forming themselves with respect to the 
Committee’s program. 

Eighteen Controls out of a total of 36 
have already responded and indicated 
their intentions of conducting such a 
meeting, the results of which will be 
used as a measure of progress in further- 
ing Dr. Logan’s program. 

It should be stated frankly that all 
Controls did not react favorably to pro- 
motion of the Committee’s work. Here, 
for example, is an interesting reaction 
reported by one member of a local Con- 
trol— 


"It seems in sampling out the opinions 
of members some think that we should 
not be too aggressive in developing an 
Educational Program. It is their opinion 
that if we take aggressive action we may 
get a reaction of management which may 
be harmful. I, of course, cannot concur 
with such opinion. I think that the only 
way to elevate standards is through a con- 
structive program.” 


The thought expressed here is that 
any attempt to “glorify” the Controller 
and his job in the eyes of management 
may be detrimental to the Controller's 
best interests, and with that opinion the 
Committee is in complete agreement. 
The purposes of these Bulletins, how- 
ever, should not be so interpreted. They 
represent a recapitulation of views ex- 
pressed from time to time about the 
Controller's place in business and are an 
expression of the way the job is recog- 
nized in many companies. It would be 


most unfortunate to use this material as 
a packaged article on controllership for 





By Henry C. Perry, Chairman 


National Committee on Education 


the education of college departments or 
Controllers themselves, excepting as 
conditions allow constructive applica- 
tion. It all boils down to the statement 
of one National Committeeman, to wit: 
Controllers do not receive these respon- 
sibilities by assignment but rather by 
performance” and, further, **Controller- 
ship to be effective must be built around 
a particular job.” 


RESULTS OF PROGRAM 


As these local meetings develop and 
the results flow from them we should all 
know more about our respective obliga- 
tions. The exchange of opinion will at 
least be helpful in furthering the cause 
of Controllership and placing our own 
understanding on a level suitable for 
use as a beacon in university training. 
One of our objectives is to prepare ma- 
terial that will be useful in college and 
university courses, and we are well on 
the way. We all want the assurance 
that a better grade of personnel will be 


released from our colleges and in help- 


ing to develop the level of education at 
that point we hope to do a service for 
The Institute as well as for the edu- 
cators. 

We will go further than that in fact. 
The Committee now proposes that these 
Bulletins be forwarded to the heads of 
business enterprise as named by local 
committee chairmen seeking top man- 
agement opinion on the Controller’s re- 
sponsibilities. A wealth of material 
should come from this inquiry. We are 
not infallible in our concept of where 
the Controller fits in the business struc- 
ture, and a reconciliation of views with 
top management will help to strengthen 
over-all knowledge. 

By having these views we should be 
less subject to the charge that we view 
ourselves on one side of the fence and 
everybody else on the other side of the 
fence. 

One conclusion we must avoid in 
building status is that Controllers, as 
such, are among the “untouchables.” 
The views of company presidents should 
be good for that brand of ego. 

The purposes of The Institute are 
largely educational and, most of all, seek 
to promote better management of busi- 
ness. If we are uncertain as to where we 
belong ourselves it will be difficult to 
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market a bill of particulars to the col- 
leges now seeking guidance from us in 
preparing their students for a career in 
the Controller's field. We are explor- 
ing the minds of men who have done a 
constructive job in the Controller’s de. 
partment and made it yield something in 
results to business. The net of all this 
exploration will most certainly help to 
further direct our course, and the Bulle. 
tin service inaugurated by your National 
Committee is a means to that end. 


Education Bulletin Commended 


The following statements are typical 
of a number of similar ones received by 
national headquarters of the Controllers 
Institute, following publication of Edu- 
cational Research Bulletin I. 


“The pamphlet I received this morning, 
entitled ‘The Place of the Controller's 
Office in the Business Organization, 
does a very fine job of collecting current 
information on. the subject. I should like 
to have three or sed additional copies of 
this bulletin if they are available.” 


J. H. Carson, Comptroller, 
Pittsburgh Steel Company, 
Pittsburgh 


“I received the copy of ‘Bulletin One’ 
and was much interested. The articles are 
instructive and their brevity makes it pos- 
sible to glean a great deal in a short time.” 

C. D. Jacoss, Assistant Professor 
of Business Administration 

The State College of Washington, 
Pullman, Washington 


“Bulletin No. 1, entitled ‘The Place of 
the Controller's Office in the Business 
Organization’ “has just come to my desk, 
and it certainly is a very interesting pub- 
lication. 

“As I was reading it a suggestion came 
to my mind that I want to pass alon fg. 

“Every controller should have a loose- 
leaf binder so that these publications can 
be kept in a binder as they come through, 
and the controller then would always 
have them for future reference. These 
bulletins, of course, would have to be 
punched so they would fit the binder. 

“I am sure that this thought will have 
your kind consideration.” 


A. N. Masucci, Treasurer 
Hickey-Freeman Company, 
Rochester, New York 


*Bulletin II has been released in line with 
Mr. Masucci’s recommendation regarding 
punching for loose-leaf filing. 
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Scanning the Controllership Scene 








Dramatize Stockholders’ Investment in Annual Reports 


Although much progress has been recorded in the way of 
advertisements explaining the annual reports of business 
firms, Paul S. Ellison, vice-chairman of the Association of 
National Advertisers, believes that financial statements and 
the financial sides of annual reports are still too often, on the 
basis of balance sheet and profit and loss figures, unintelligi- 
ble to the employee or the-general public. Mr. Ellison who is 
chairman of the ANA public relations committee and direc- 
tor of advertising and sales promotion, told the recent annual 
meeting of the Association of Canadian Advertisers that such 
reports are “a hang-over from days when they were designed 
only for the financially sophisticated and the large stock- 
holder.”” He stated that the role of the stockholders’ invest- 
ment still does not receive enough dramatization. 


War Bond Deductions Being Continued 


At a recent meeting of the. Springfield Control of the Controllers 
Institute, it was indicated by a majority of the members present, that 
they intend to continue the practice of making wage deductions for 
war bonds on behalf of their employees. This is in line with requests 
by federal officials that this war-time program be continued. 


Aircraft Activity Hit by War's Close 

With employment around the 150,000 level, America’s air- 
craft industry at the beginning of the year, indicated a shrink- 
age from the world’s largest industry to a position of 15th or 
16th in the United States. The year-end employment of 150,- 
000 was generally believed to be the bottom of the curve, but 
not much gain in employment in 1946 was expected. With an 
estimated peak around 200,000 workers, nearly half of this 
group will be highly skilled engineers engaged in experimental 
work. Production forecasts hover around $700 million for the 
year 1946, of which $500 million represents military orders and 
the rest is about equally divided between commercial transports 


and personal planes. 


Public Aititude Toward Big Business Profits 


According to a recent survey by the National Opinion Re- 
search Center, 58 per cent. of our voters believe big business 
makes more than a fair profit. When it comes to little 
business, only 10 per cent. have that attitude. Only 3 per 
cent. believe big business makes less than a fair profit. 

Big business has a big story of achievement to tell—and 
evidently a big job ahead to make the general public realize 
the inaccuracies in the views now held by so many. 


Forecast for ‘Forty-Six’ 


Prospects for 1946 as indicated by the Cleveland Trust Company’s 
Business Bulletin include: National income, $120 billion, volume of 
industrial production (Federal Reserve Index) about 165; Cost of 
living average not more than 10 per cent. above 1945; hourly straight 
time factory wage rates, average less than 10 per cent. higher than pres- 
ent; department store sales probably 220 (Federal Reserve Index) 
compared with 205 in 1945, 


Foreman’s Role in Management 


Management's determination to oppose vigorously, on a na- 
tional scale, any attempt to separate foremen from the managerial 
staff was made known when President Robert F. Loetscher, of the 
Foremen’s League for Education and Association, announced the 
opening of national headquarters in Pittsburgh. He called atten- 
tton to the fact that the League had withheld its initial announce- 
ment until the conclusion of President Truman's Labor-Manage- 
ment Conference with the hope that labor would join with 


management in declaring that the term “employe” in the Wagner 
Act should be clearly defined to exclude all persons holding full- 
time managerial and supervisory positions. This the labor dele- 
gates had refused to do. 


Travel Allowances Surveyed By Department Stores 


A recent survey of travel allowances by the Controllers 
Congress of the National Retail Dry Goods Association, in 
which forty-one stores contributed data, revealed that thirty- 
six operate on a per diem travel allowance basis, and five 
allow actual expenses. Of the five allowing actual expenses, 
one store specified a limitation of $4.00 for hotels and $6.00 
for meals and other expenses, the other stores having no re- 
quirements as to limitations except that expenses be reason- 
able. None of the stores reported difficulty with the Bureau 
of Internal Revenue relative to the deduction of travel ex- 
penses based upon per diem allowances. 


Have You Redeemed Excess Profits Tax Bonds? 


Although ‘more than $500 million in excess profits tax bonds had 
been redeemed through January 1, the Treasury Department an- 
nounced early in January that nearly 50,000 corporations still were 
holding matured excess profit bonds valued at about $387 million 
on which no interest is being paid. At the same time, it was re- 
ported that some $175 million of bonds were being processed for 
redemption. The original bond value involved, the Treasury stated, 
was around $1,112 million. Payments have averaged $15,000. 
About 70,000 corporations received excess profits tax bonds. 


How Co-ops Are Taxed Abroad 


Since 1933 Great Britain has had legislation which requires 
all co-operatives to pay the same rate of tax as private competi- 
tors on the money set aside annually for reserve. Patronage re- 
funds are untaxed in that country. A recent recommendation 
by a Royal Commission to the Canadian Government suggests 
that the Income War Tax Act and the Excess Profits War Tax 
Act of 1940 be amended to provide for the taxation of co- 
Operatives in that country. In France, it is reported, consumer 
co-ops enjoy no tax advantage over private competitors, while 
in Denmark co-ops which sell to non-members or market their 
products to non-members, are taxed the same as private enter- 
prise. In Norway and Sweden, co-ops are subject to the same 
tax rate as private industry, and in pre-war Czechoslovakia, 
co-ops dealing only with members paid a tax of 2/10 of 1 per 
cent. on their paid up capital, while private business in that 
country paid a tax of 8 per cent. on profits. 


Individual’s Liquid Savings Total Is High 


Another $10 billion in liquid savings were salted away by 
individuals in the United States during the third quarter 
of 1945, according to the Securities and Exchange Commis- 
sion. The rate of saving during that quarter was about the 
same as in the previous quarter. The total savings of indi- 
viduals since 1939, the SEC stated, are over $150 billions, 
which should cause the economy-minded to point-with-pride 
at the same time that the inflation-wary begin to view-with- 
alarm. 

Hold the Presses! 

The OPA has removed price control from: 

Grandfather clocks, dog houses, anti-splasher faucet attachments, 
ice cube tongs, plastic flower boxes, eye-brow brushes, dumb-bells, and 
picnic-type lunch-boxes. 

Also man-hole covers, bees-wax comb foundations, horse-show bug- 
gies, horse-race sulkies, pneumatic life savers and domestically grown 
bamboo poles. PAUL HAASE 














The newer ideas regarding this sub- 
ject, which involve the use of psychology, 
seem to many businessmen to be too aca- 
demic for use in businesses which are 
operated on a practical basis. I could 
ardly have the opportunity anywhere to 
contact a more practical-minded group 
than readers of THE CONTROLLER. Each 
of you are dealing in figures and facts. 
You may be interested in the academic 
theories but before utilizing such ideas, 
you necessarily want some factual basis in 
justification. Naturally, your first question 
regarding the use of psychology in your 
business is, “Will it reduce our costs or 
improve our profits?” The simple answer 
to this is attained by first giving consider- 
ation to the cost of hiring and training a 
new employee. 

In order to be conservative in our fig- 
ures, let us assume that we are consider- 
ing a typical clerical employee whom we 
are proposing to pay $125.00 per month. 
Before engaging such a person, it is 
necessary that one of your executive per- 
sonnel interview several applicants in 
order to select the individual wanted. It 
is then essential to give this individual 
time to become acclimated within the or- 
ganization and to become proficient in the 
routine of her particular job. It is safe 
to say that during the first three months, 
the new employee is far from efficient. 
During that period of time, three months’ 
pay has been disbursed at $125.00 per 
month or $375.00. It is not at all un- 
usual to have spent from $25.00 to 
$50.00 in interviewing applicants and in 
making arrangements for the employment 
of the applicant selected. All of these 
items have been estimated to amount to 
a net cost of each new clerical employee 
of $100.00 to $250.00. 

When the selection proves to be highly 
undesirable, the new employee is gen- 
erally released within one month’s time. 
In such a case, the month’s salary is nearly 
completely wasted. In addition, the en- 
tire process has to be repeated and the 
operations are delayed or at least incon- 
venienced. When the selection is not 
wholly satisfactory and yet not entirely 
undesirable, the new employee may con- 
tinue for a considerable length of time 
during which period we continue to hope 
that some of the objectionable traits of 
performance will be improved. I believe 
it is reasonable to assume that the esti- 
mate made by a business management 
association that the minimum cost of a 
new employee was $250.00 is a conserva- 
tive figure. 

As against this $250.00 gamble, how 


Selecting and Placing Administrative 
and Office Personnel 


By F. H. Bellows 


much can we afford to spend if we can 
improve upon our selection and _place- 
ment practices. I will not attempt to 
answer this question, but will outline a 
procedure’ that will improve selection 
and placement at a cost of about $10.00 
per person, which is clearly within good 
profit limits for any practical-minded 
businessman. Yes, for $10.00 you can 
make use of psychological testing proce- 
dures which have proven to be valuable 
aids in personnel selection and placement. 
Since there is such a wide range of ideas 
as to the application of testing, some of 
you may feel that this is a high cost and 
some may believe that it is low. The 
answer to this question is found by giv- 
ing consideration to those characteristics 
for which a test is useful. 

In the selection or placement of an 
employee, just what do we want to krow 
before employing? Naturally, we want 
to know whether they are dull or bright, 
in other words, we wish to know their in- 
telligence. We are also interested to know 
the skills of the individual for the par- 
ticular job we have in mind. For ex- 
ample, before employing a typist, we nat- 
urally wish to know the individual’s speed 
and quality of performance. We can test 
for this and compare it with the known 
speed and quality of those who have 
proven their abilities. Also, it has been 
learned that an individual does his best 
work in fields in which he has the 
greatest interest. There are tests designed 
to check this factor and give to you a 
simple, clear-cut measure. All of these 
tests are highly pertinent to the success 
of the individual on the job and each 
applicant should be carefully considered 
based upon the score of these tests. I do 
not for a moment want to minimize the 
importance of these three factors; intel- 
ligence, skill or aptitude, and interests, 
but we do find that of problem employees 
in industry and commerce that about 80 
per cent. of them are problems because of 
temperament. By temperament, I’ mean 


‘the individual’s probable behavior. 


I believe most of you will agree with 





me that your supervisory problems deal 
largely with the inability of Mary to get 
along with Jane, and the tendency of 
Susie to day-dream, the excessive talka- 
tiveness of Helen and the lack of tactful- 
ness of Harriett. These are only a few 
of the many headaches presented to the 
supervisor. Some days he feels it is a 
hopeless problem and the next day be. 
lieves that having had a fatherly talk with 
the outstanding source of trouble, that 
everyone will now be happy. If you could 
only know the probable behavior of each 
employee before putting them on your 
payroll and before placing them on a 
particular job, how much easier your prob- 
lem would be and how much more éef- 
fective your operations could be. If you 
could refer to an analysis of the individ- 
ual’s behavior pattern each time person- 
nel problems arose, you would then be 
in a position to know the best appeal to 
that individual to secure best results. 
For this purpose, our organization has 
utilized the Humm-Wadsworth Tempera- 
ment Scale. So far as we know, it is the 
only test of its kind designed specifically 
for industrial purposes and verified as to 
its accuracy in several millions of cases. 
It is this test which measures with sur- 
prising accuracy the probable behavior 
and the basic assets and liabilities of the 
individual for the specific job. 


PrRE-HIRING TESTS 


I have mentioned the need for testing 
intelligence, skill or aptitude, interests 
and temperament. Many of you may be 
interested to know something about each 
of these tests, particularly as applied to 
office personnel. We recommend for 4 
measure of the mental ability of the in- 
dividual, a timed test similar to the Won- 
derlic dr Otis tests. The Wonderlic test 
requires 12 minutes to administer and 
the Otis can be given on either a 20 min- 
ute or 30 minute basis. In addition, we 
believe the individual should be checked 
for mental capacity, or let us say, his 
intelligence potential. For this purpose, 








HOW TO GAIN 10 PER CENT. EXTRA SAVINGS 


Scientific selection and placement of personnel could produce a 10 per cent. 
improvement in operations and in costs, says Mr. Bellows. Since 10 per cent., 
the author states, “is fully double the profit of the typical industry in normal 
times,” it deserves a second “look-see” on the part of controllers and financial 
officers in this profit-pinched postwar economy. Mr. Bellows presented this 
paper at the September 17 meeting of the Kansas City Control. 


—THE EDITOR 
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EY EACH TOPS IN ITS FIELD 


\ 


be STANDARD FEDERAL TAX REPORTS. — Complete, detailed encyclo- 
pedic, the accepted reporter on federal taxes for revenue—“for the man 
who must have everything.” Swift weekly issues report and explain unfold- 
ing federal tax developments. Current subscription plan includes 6 loose 
leaf “bring-you-up-to-date” Compilation Volumes, and companion Internal 
Revenue Code Volume. 


y FEDERAL TAX GUIDE REPORTS. — Concise, compact, understand- 
able, here is the dependable reporter on the federal taxes of the ordinary 
corporation, the average individual, partnership, or business. One loose 
leaf Compilation Volume and matching Internal Revenue Code Volume 
included without extra charge to start new subscribers off on the right foot. 


Asus. master 
j TAX GUIDE 
—1946 
Another “Ace” ...'a 
handy book, based on 


N the Federal Revenve 
SJ Code os amended and 
N regulations, rulings, and 


decisions. 448 pages, 
durably «bound, 6x9, 
$2 a.copy. 


Vv 


@ FEDERAL TAX COURSE — 1945-1946 Edition. — 
Authentic tax training, brush-up, and reference course in 
one handy volume. Explains federal taxation, with empha- 
sis on income tax and withholding collection methods, 
under current laws up to date of publication. 


Write for Complete Details 


COMMERGE) CLEARING; HOUSE, ING,, 


PUBLISMERS @F TOPICAL LAW REPORTS 





214 N. MICHIGAN AVE. EMPIRE STATE BLDG. MUNSEY BLOG. 
CHICAGO 1 New YORK 1 WASHINGTON 4 
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the testee is given relatively unlimited 
time on 2 test such as the Tiffin and 
Lawshe Adaptability Test or the Cali- 
fornia Test of Mental Maturity. For skill 
of aptitude, there are many tests of cleri- 
cal, mathematical, typing or stenographic 
skills, but one of the most reliable tests 
for general office work is the Minnesota 
Test of Clerical Aptitude. For measure- 
ment of interests, the Kuder Preference 
Record helps to predict the worker's like- 
lihood of being a long time employee by 
indicating his continued satisfaction in 
various areas of interest. 

The results are scored in nine fields of 
interest, specifically: Mechanical, Compu- 
tational, Scientific, Persuasive, Artistic, 
Literary, Musical, Social Service and Cler- 
ical. As I previously mentioned, the final 
test in the battery is the Humm-Wads- 
worth Temperament Scale. This predicts 
the behavior tendency of the individual 
by measuring his mental health, by de- 
scribing his disposition and by reporting 
on the control of his tempetamental tend- 
encies. The score is shown in graphic 
form indicating the individual’s strength 
and weaknesses in seven temperament 
components. Each of these components is 
made up of several related behavior traits, 
but the interpretation of this test involves 
not only an understanding of each indi- 
vidual component but also the numerous 
interrelationships that exist among them. 

I haye probably given the impression 
that each of these four major test groups 
ate separate and distinct items. They are 
actually administered that way and scored 
that way, but one of the most important 
parts of test interpretation is an under- 
standing of the interrelationships within 
the groups and between the groups; a 
simple example being the case of an in- 
dividual who was somewhat deficient in 
mental ability for the job, who might still 
be considered a better than average risk 
for the position provided there was indi- 
cation of adequate skill, pertinent inter- 
ests and a temperament that could with- 
stand some strain. An example of this 
type was found recently in an individual 
who had been purchasing agent for one 
of our clients for over ten years. He has 
not been fully contented with his job and 
the employers have not been fully satis- 
fied with his performance. He was re- 
cently given the battery of tests and it was 
found that his temperament pattern was 
well suited to the position and was of 
the type capable of withstanding strain. 
His interests were fairly pertinent and 
his skill was satisfactory. However, it has 
been found that a purchasing agent should 
have considerably above average intelli- 
gence, whereas this individual's score was 
at about average. The test results indi- 
cated a probability of his being an aver- 
age risk as a purchasing agent, but that 
he was much better adapted to selling 
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and he is showing excellent promise in 
his new work. 

Within the controller's responsibilities, 
there is usually need for one or more 
persons in whorn honesty is a highly im- 
portant factor. In such cases, it is very 
expensive to guess and this characteristic 
is one of the many behavior traits pre- 
dicted by the Humm-Wadsworth Tem- 
perament Scale. One of our clients em- 
ployed a cashier whose test indicated a 
questionable degree of self-interest and 
doubtful rating as to ethical performance. 
He also had other undesirable traits and 
when these other traits became too ob- 
jectionable, he was discharged and he 
took the petty cash with him. 

Several companies have indicated to 
us that they would like to use tests in 
order to select all employees having the 
highest degree of intelligence and skills 
and the most ideal behavior pattern. We 
believe that such a policy would be detri- 
mentak to a company’s operations. In the 
first place, you would not want too many 
individuals with high potential because 
they would soon become dissatisfied due 
to inability to advance within your or- 
ganization. You, therefore, need a few 
with high potential ability but many more 
who are average, a little below average 
and a little above average. The same idea 
applies to any one characteristic such as 
intelligence. Too much intelligence for 
the job is just as undesirable as too little. 
The individual with too much _intelli- 
gence soon becomes restless and disin- 
terested in the job. 


SETTING Up A PROGRAM 


You may be wondering just how your 
company can go about setting up a test- 
ing program. The first step in a good test- 
ing program is to make a job analysis. I 
do not mean just a job description but 
to take the description which most of 
you do have and analyze it for character- 
istics of human beings that are required 
in the performance of this eet job. 
This analysis will indicate clearly the 
types of tests that will be required to de- 
termine the proper employee selection. 
For each of these characteristics, there 
may be several tests available. You can- 
not tell in advance which ones will be 
best suited to your needs. It, therefore, 
is mecessary to test the tests. This is 
done by giving a complete set of tests to 
a group of present employees regarding 
whose relative performance you know. 
If the test scores correlate, or let us say 
agree, with known performance of the in- 
dividuals, you then know that the test 
does measure the job requirement charac- 
teristics. For example, if a certain degree 
of intelligence is a required job charac- 
teristic and your tests are valid, you may 
find that most of your employees who are 
giving good performance have an intel- 
ligence rating of say 100 to 110, whereas 


those who are not giving good perform. 
ance, in general, rate below 100 or above 
110. 
It may require some experimenting 
with various tests before you can deter. 
mine the group which will give the best 
results. Many companies have adopted 
tests on a departmental basis rather than 
taking it on for the entire company at 
one time. This is an easy way to approach 
the problem and it gives an opportunity 
to experiment as you go. 

It should be kept in mind that testing 
is a part of the science of psychology 
and it is just as important to utilize the 
services of those trained in this field when 
setting up a test program, as it is to use 
an electrical engineer for electrical prob- 
lems or a physician for medical problems, 
When using tests as guidance in the se. 
lection and placement of personnel, we 
are dealing with something much more 
valuable than our electrical machinery or 
our engineered bridges and buildings, be- 
cause we are dealing with human beings, 
our friends and our associates. It is, there. 
fore, obvious that if tests can do a better 
job of selection and placement that we 
cannot afford to pass up this opportunity 
from a social as well as business reason. 

You are probably still wondering just 
how much can be gained in dollars and 
cents by use of psychological tests. I pref- 
aced my remarks with the estimate of the 
cost of employing and indicated the prob- 
able cost of conducting tests. That is one 
answer to the dollars and cents savings. 
Another that can be substantiated is the 
statistics of individual differences, that is 
the relative abilities, skills and other char- 
acteristics within the population. These 
figures of individual differences can be 
developed to show possibilities for a con- 
siderable percentage of improvement pos- 
sible through scientific selection and place- 
ment. To be conservative, however, let 
us say that scientific means could produce 
a 10 per cent. improvement in your oper- 
ations and in your costs through better 
selection and placement. Ten per cent. is 
fully double the profit of the typical in- 
dustry in normal times. It is, without 
question, the most fertile field for post- 
war profits; but do not dabble in it; do 
not do it half-way. Do not do it at all 
unless you set up a sound and complete 
procedure including job analysis and test- 
ing of the complete personality of the in- 
dividual with adequate guidance in the 
science of psychology. Your organization 
can improve its operations by 10 per cent. 
by the adoption of scientific personnel 
selection and placement procedures. 


*% * * 


The world to date has produced in excess 
of 46 billion barrels of oil, of which the 
United States accounts for about sixty-four per 
cent. 
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The Philadelphia Savings Fund Society —like thousands of other banks through- 
out the nation—speeds bank bookkeeping with Burroughs machines. 


Step by step, for more than fifty years, Burroughs machines 
have developed with the needs of business and industry. 
Bookkeeping, accounting, calculating, statistical, cash handling 
y and other types of machines have come from Burroughs 
4 h as specialized business needs have developed through the years. 
roug &, Today Burroughs’ wide range of machines is serving practically 
every known need of modern business for time-saving figuring and 
IN MACHINES : ‘ ‘ . 
IN COUNSEL accounting machines—and matching each need with the specific 
IN SERVICE type of machine to do the required work efficiently. That's one 
big reason why you see Burroughs machines wherever you go. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES « NATIONWIDE MAINTENANCE SERVICE ¢ BUSINESS MACHINE SUPPLIES 











Positions Wanted 








Controller, Treasurer, Finance Officer 


Graduate accountant and lawyer. At present 
controller of a holding company and treasurer 
of a subsidiary. Experienced in all phases of 
accounting, and financial and budgetary con- 
trol. Thoroughly familiar with parent company 
and subsidiary companies’ inter-relationships 
and management problems. Member of Con- 
trollers Institute of America. Address Box No. 
569, “The Controller,” One East Forty-second 
Street, New York 17, New York. 


Controller-Treasurer—Chief Accountant or 
Business Manager 


Desires position of responsibility. Has fif- 
teen years of wide and varied experience in 
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industrial organizations and five years with 
certified public accountant. Experience em- 
braces systems, budgets, financial statements, 
office procedures, federal and state taxes. 
Knows how to interpret figure with under- 
standing and to translate them into vital facts 
for management. Has operated plants. Uni- 
versity graduate, age 46, married, no children. 
Address: Box 557, ‘The Controller,’ One 
East Forty-Second Street, New York 17, N. Y. 


Controller 


Associated at present with the airplane in- 
dustry of California, handling controller and 
treasurer functions and responsibilities. Back- 
ground consists of broad public accounting ex- 
perience, ,with National firms, corporation tax 
work, internal auditing experience specializing 
in methods and procedures. Capable of man- 
aging subsidiary division or branch, of mod- 
erate size (manufacturing) plant or as con- 
troller or chief executive assistant of manu- 





OFFICE MACHINES BECOMING 


Available! 


Calculators 





& 


Typewriters 
Addressographs 
Ediphones 


Mimeographs 


Comptometers 









The famine is about ended! Famous 
makes of office machines, the by- 
words of efficiency, are obtainable 
now, if you contact the country’s 
leading rebuilders of this equipment. 
Every machine is tested and guar- 


anteed to look and run like new. 


: FREE service for one year is in- 









Dictaphones 


. 


Multigraphs 


Bookkeeping 


Billing 


cluded. We operate nationally. 
Wherever you are phone or write. 


We can help you now. 


Liberal Trade-in Allowance 


ADDRESSING MACHINE & EQUIPMENT CO. 


326 BROADWAY 


NEW YORK 7, NEW YORK 








facturing corporation. Salary $9,000 to $12,000, 
Available March 1. Address: Box 556, “The 
Controller,” One East Forty-Second Street, 
New York 17, N. Y. 


Assistant to the Controller—Treasurer— 
Tax Executive 


C.P.A. with more than fifteen years broad 
experience general, administrative, financial and 
tax accounting in manufacturing, finance, mer. 
chandising and retail industries. Excellent abil. 
ity directing all internal functions, translating 
financial and operating reports into construc. 
tive action, developing close administrative 
controls, determining accounting procedures, 
handing all taxes, excellent banking contacts, 
Address Box 559, ‘“The Controller,” One East 
Forty-Second Street, New York 17, New York. 


Executive Accountant—Assistant Controller 


CPA (New York), member AIA and 
NACA, now employed as Supervisor New 
York firm of Certified Public Accountants, de- 
sires position in industry demanding judgment, 
responsibility and the ability to make decisions: 
Able administrator and organizer; well rounded 
knowledge of accounting, auditing and taxes, 
Heavy, diversified public and private account. 
ing experience; recently released to inactive 
duty as a Lieutenant Commander after three 
years’ service in charge of offices performing 
audit and financial administration of procure. 
ment contracts. Age 34; married. Address: 
Box 560, “The Controller,” One East Forty- 
Second Street, New York 17, N. Y. 


Accountant 


Wanted position in Controller’s office or ac. 
counting department. Present position credit 
manager of a midwestern manufacturing com- 
pany. Previous to this was head of accounting 
department and office manager. Nine years with 
present company. Age 33, married, two chil- 
dren. Salary open. Will move to any part of 
country. Address: Box 561, “The Controller,” 
One East Forty-Second Street, New York 17, 
N. Y. 


Controller 


Twenty years’ experience heavy executive 
accounting and controllership, some public ac- 
counting. C.P.A., college graduate. Desire posi- 
tion Controller with company located Middle 
West. Salary open (earnings to $11,000), avail- 
able March 1. Address Box Number 562, The 
Controller, One East Forty-Second Street, New 
York 17, New York. 


Controller or Treasurer 


Young man, 37 years old, thoroughly expe- 
rienced in corporation accounting. Excellent 
background includes manufacturing cost ac 
counting, taxes and general management duties. 
Business education includes accounting and 
law. Member of bar and Controllers Insti- 
tute. Entire duty as Naval Officer concerned 
with accounting system design and installation. 
Last experience prior to military service treas 
urer and controller of subsidiary of nationally 


-known corporation. Available about March 15. 


Salary $10,000. Address Box Number 563, 
“The Controller,’ One East Forty-Second 
Street, New York 17, New York. 


Best Living in 1946 


This year will give the United States the 
highest standard of living it ever has enjoyed, 
according to Professor Sumner H. Slichter, 
business expert of Harvard University. Cut 
rent slowness in rise of production, the av 
thority says, is due chiefly to OPA price ceil- 
ings, lack of raw materials and lack of labor. 
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Siensething Happened 
In Washington Today That 


Affects Your Financial Policies 












bn federal taxation 
prporate structure 


. an important ruling 
a decision affectir 
surplus property pl 
figures revealing 
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PUT BNA TO WORK FOR YOU 






































What information do you want from Washington? 
ECONOMIC FACTORS BUSINESS REGULATION 
Production figures, charts of buying Inventory control, distribution control, 
powers, distribution of government spend- price control, foreign trade regulations, 
ing, impact of wages and price levels. interstate commerce, fair trade practices. 
TAXES 


Legislation, hearings, court decisions, Bu- 
reau of Internal Revenue rulings, penalties, 
forms, relief provisions, deductibles. 














Mail this page to us. We will tell you how to get the information 
completely . . . authoritatively . . . quickly. 





Bureau of National Affairs, Inc. 
24th & N Streets, Dept. J Washington 7, D. C. 
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General Accountant 


General accountant to supervise General 
Accounting Department, good organizer with 
initiative and experience to modernize sys- 
tem and procedures. Preferably a young 
C.P.A., approximate age 30 to 36 with at 
least 5 years senior Public Accounting ex. 
perience. Location—Connecticut. Starting sal- 
ary $5,000 or more depending on qualifica- 
tions. Address Box Number 565, “The Con- 
troller,” One East Forty-Second Street, New 
York 17, New York. . 


Accountant for System and Procedures Work 

By old established Connecticut manufac- 
turer in process of reconversion and reor- 
ganization of manufacturing methods and ac- 
counting system. 

Good basic training and education in 
fundamentals, thoroughly experienced with 
standard cost system and procedures in metal 
working plant either in public accounting 
or private industry. Situation requires high 
degree of initiative and ability to deal with 
manufacturing department heads, and to co- 
ordinate efforts of accounting personnel. 
Preferably a C.P.A., age 30 to 40 with at 
least 5 years’ Senior Public Accounting ex- 
perience. Starting salary $7,500. Please fur- 
nish written resume. Address Box Number 
566, ‘““The Controller,’ One East Forty-Sec- 
ond Street, New York 17, New York. 


Utility Accountant 
Man familiar with general utility account- 
ing and customer billing as assistant con- 
troller for large middle-western utility. Ad- 
dress: Box 567, “The Controller,’ One East 
Forty-Second Street, New York 17, N. Y. 








For Fully Automatic Calculations 
: CORRESPONDENCE 











Sincere thanks to you and you, that have waited ARTICLE COMMENDED 


Mr. PAUL HAASE 
2 & : ‘ Assistant Secretary 
patiently for the deliveries of your Friden calcu- —_ Controllers Institute of America 
I was glad to see your article on over-ordering 
in the December issue of “The mae 
ators. 29S 1 On (“Caution Urged on Over-Ordering and Subse- 
tors. Please take our advice...anticipate your Coe petitions by Bayes Bde | 
think this type of warning bears repeated repeti- 
B tion . . . . I did a piece for the Chilton publi- 
requirements...and place your orders NOW, cations some time ago on this same matter. 
Yours very sincerely, 
3 EMERSON P. SCHMIDT 
for the future. Telephone or write your local Economic Research Director, 
¢ Chamber of Commerce of 
the United States. 
: : Pe e January 4, 1946 
Friden Representative for complete information. 





, RENEGOTIATIONS 
Remember that with the modern Friden, the Sie aise dads Gadi ae'diath 


proceedings are not mere discussions 
- accounting. A complete Legg 

of your case is mecessa with eac 
Calculator... not the operator, does the work. sitintiin Caudeinie a dilieae set at 
factors — favorable and unfavorable. 
That accounts for lack of formulas and 


Fridén M i A sees Je the latitude granted Renegotiators. 
ridén Mechanical and Instructional Service is avail: COMPARISONS OF OPERATIN iG 
able in approximately 250 Company Controlled Sales ot DETAIL Teta aL TING 
: P THEM. 
Agencies throughout the United States and Canada. HERVEY L. RUSSELL 


Renegotiations Consultant 


FRIDEN CALCULATING MACHINE CoO.,INC. Ten Pork Ave. 


HOME OFFICE AND PLANT + SAN LEANDRO, CALIFORNIA, U.S.A, ¢ SALES AND SERVICE THROUGHOUT THE WORLD New York 16, N. Y. 
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The handshake that saved over $35,000 a year 





One day, some months ago, an executive of a factory 
employing several thousand people called in the rep- 
resentative of The National Cash Register Company. 
It was not their first meeting, they had been working 
together for some time on recommendations for han- 
dling the factory’s payroll and labor distribution 
records. 

“We have decided to follow your recommendations 
for our new industrial accounting system,” the execu- 
tive said. Then he shook hands with the National 
representative. 

Today, figures show that the decision sealed by that 
handshake saved the executive’s company over $35,000 
in one year. That was far more than the complete cost 
of the equipment. In any manufacturing plant this 
amount would be the equivalent of the net profit on 


Making business easier for the American Businessman... 


a substantial volume of sales. 

Evidence of how well National products have helped 
to reduce costs and increase profits can be seen 
wherever money is handled or records kept. For man- 
ufacturers, banks, hotels, retailers and many others, 
National Accounting Machines have opened the way 
not only to important savings but to greatly improved 
results in general. And in the field of retailing, from 
the largest store to the smallest, National Cash Regis- 
ters provide the accepted method of recording trans- 
actions and controlling store operation. 

The size or nature of your business does not matter. 
Your National representative will be glad to help 
you with any problem you may have. The National 
Cash Register Co., Dayton 9, Ohio. Offices in prin- 
cipal cities. 
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When the Business Doctor 


The Management Engineer lifts the 
lid, peers into the many phases of plant 
operations. To his vital work, he brings 
professional perspective, broad basic 
background in all business fields and 
industry, a competent staff of specialists 
.. utilizes laboratory analysis, personnel 
psychology, job and work evaluation... 
intelligently integrates many complex 
factors, often supplies the catalytic agent 
which make profits jell. 

Practical but not psychic, the engineer 
is guided by inspection, investigation, 
appraisal ...takes apart departmental 
functions... sees, studies, solves. 


First requisite of the business doctor 


THE McBEE 





takes off the hd 






is a report of all relevant facts—current 
and comparative ...in a form for quick 
assimilation, comprehensive enough to 
aid overall judgment. With the facts 
before him, his complex diagnosis can be 
accurately made; the corporate patient 


headed towards recovery. 


McBee is not a firm of mangement 
engineers. Butour methodsand products 
based on forty years of experience, aid 
analysis, facilitate interpretation, speed 
systematic study ... make the doctor’s 
final findings available taster, because 
McBee makes all the important business 


facts available faster! © 


COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Ave., New York 17, N.Y... Offices in principal citves 






Employer’s Responsibility in 
Tax Withholdings 


The employer's responsibilities for returns 
and remittances in connection with income 
tax withholdings has not been changed for 
1946, and was recently summarized by Charles 
R. Hadley Company of Los Angeles, as fol. 
lows: 

(1) Amounts withheld from employees’ 
wages for each of the first two months of 
the calendar quarter, if such amounts exceed 
$100, must be deposited in an authorized 
depositary by the tenth of the following month, 
(Depositing the third month’s withholdings, 
if in excess of $100, is optional with the 
employer. ) 

(2) By the end of the month following each 
calendar quarter (that is, by April 30, July 
31, October 31, January 31), a Quarterly Re. 
turn of Income Tax Withheld, Form W-1, 
must be filed with the district Collector of In. 
ternal Revenue together with (a) three de. 
positary receipts; or (b) two depositary tre. 
ceipts and a direct remittance for the third 
month’s withholdings; or (c) a direct remit- 
tance for the entire quarter’s withholdings (if 
$100 or less was withheld each month). 

(3) By January 31 of each year, the em. 
ployer must file with the district Collector of 
Internal Revenue (in addition to the final quar- 
terly return and remittance) copies of all with- 
holding statements (W-2a) issued to em. 
ployees for the previous calendar year, and 
Reconciliation, Form W-3. 


Sustaining Employment Discussed 
in Special Pamphlet 


Specific steps by which business, labor and 
government can develop a program to main- 
tain prosperity and jobs are set forth in a 
special pamphlet issued by the Committee on 
Economic Policy of the Chamber of Commerce 
of the United States, Washington, D. C. The 
pamphlet, which is entitled “A Program for 
Sustaining Employment,’’ was made available 
to members of the Committee on Social Se- 
curity of the Controllers Institute through the 
cooperation of Dr. Emerson P. Schmidt, eco- 
nomic research director of the Chamber. 

* * * 


The first full-fledged factory for disabled 
veterans of World War II has been established 
at Cushing General Hospital, Framingham, 
Massachusetts, under the sponsorship of the 
Associated Industries of Massachusetts. 





POSITION WANTED 











Controller—Accountant 


Fifteen years’ public accounting and ten 
years’ commercial experience, at present with 
export concern, desires position with progres- 
sive company. Salary $8,000. Address: Box 
564, “The Controller,’ One East Forty-Second 
Street, New York 17, N. Y. 





CHART-FACTS 
EXECUTIVE SERVICE 


An authoritative impartial analysis 
of your current financial data pre- 
senting in chart form the pertinent 
trends and relationships of your 
company and industry. 

A personal service designed to 
give management graphic finger-tip 
facts on matters of current interest. 


CHART-FACTS 


489 Fifth Avenue New York 17 
MU 2-2492 
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SPECIAL... 


for Planners 




















Are you making plans for building or broadening your employer-employee 
benefit program? If so, before you decide, you will want to consider the 
unusual advantages offered by this institution. For your convenience 
Continental has prepared two brief but comprehensive booklets. They 
explain many Continental features not available through all life insurance 
companies and superior to most privately-administered profit-sharing and 
pension plans. They tell about the completely integrated programs—and 
custom-built programs—available through this one organization. Send the 


coupon for your copies of these booklets now. No obligation. 


one of la Insured? 


CONTINENTAL ASSUHANCE COMPANY 


THT Ty Fert 


CHICAGO THT TT ILLINOIS 


































































J. K. Dennis, Assistant Vice President 
Continental Assurance Co., 310 S. Michigan Ave., Chicago 


Send copies of your two booklets on employer-employee insurance and pension 
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Lieutenant Colonel R. H. Wellington re- 
cently returned from service in China and is 
now active as treasurer and controller of Cali- 
fornia Ink Company, Inc., San Francisco. Colo- 
nel Wellington was elected to membership in 
ra Controllers Institute of America in June, 
1940. 


Mr. E. A. Seffing, who is currently serving 
as president of the Cleveland Control of The 
Institute, was recently appointed controller of 
American Greeting Publishers, Inc., of Cleve- 
land. Mr. Seffing had previously held the post 
of assistant treasurer of the Oliver Corpora- 
tion, following the merger with that company 
of the Cleveland Tractor Company, of which 
he had been secretary and controller. 


Mr. R. C. Weiderman formerly assistant 
controller of J. C. Penney Company, has been 
named controller of the firm, following the 
resignation, because of ill health, of Mr. R. W. 
Trown. 


Dr. T. C. Atkeson, formerly head of the 
clearing division of the Bureau of Internal 
Revenue, Washington, D. C., was recently 
appointed assistant to the commissioner, suc- 
ceeding Paul A. Hankins, who recently be- 
came assistant commissioner. Dr. Atkeson will 
be in charge of research and statistical activi- 
ties of the Bureau. He was one of the speak- 
ers on withholding tax problems at a special 
meeting of The Institute in June, 1943, the 
proceedings of which were printed and dis- 
tributed to Institute members at that time. 

At the same time, it was announced that 
C. B. Allen had been named deputy commis- 
sioner of the income tax unit of the bureau. 
Mr. Allen succeeds Norman D. Cann, who had 
been with the bureau since 1924 and who re- 
cently resigned to enter private business. 


Mr. Robert F. Bender, formerly controller 
of J. B. Stetson Company, succeeds Mr. Mark 
Dunnell as controller of the Bigelow-Sanford 
Carpet Company, effective January 15. Mr. 
Dunnell, a member of the Controllers Institute 
of America, was recently appointed treasurer 
of Bigelow-Sanford. 


Mr. Grant R. Lohnes, treasurer of National 
Cash Register Company, Dayton, Ohio, was 
elected to the Board of Directors and also was 
named a’member of the company’s executive 
committee recently. Mr. Lohnes is a member 
of the Controllers Institute of America. 


Mr. Leonard S. Kirsch, senior accountant 
of Schenley Distillers, has been named con- 
troller of Kamen Products Company, Inc. suc- 
ceeding Frank Cooper, who resigned to be- 
come controller of Artek-Pascoe. 


Mr. R. E. Vogt, a member of the Con- 
trollers Institute of America, is the author of 
an article on “Working Capital Require- 
ments” in a recent issue of “The Balance 
Sheet.” Mr. Vogt is secretary and treasurer of 
the Milwaukee Boston Store, Inc., of Mil- 
waukee. 


Mr. Robert Meyer is now serving as secre- 
tary-treasurer of Measurements Corporation, 
Boonton, New Jersey. Mr. Meyer who has 
served, by annual appointment, as auditor .of 
the records of the Controllers Institute, previ- 
ously held the post of assistant treasurer of 
Wright Aeronautical Corporation, Paterson, 


New Jersey. 





Mr. V. C. Schorlemmer who has been serv- 
ing as controller of Consolidated Vultee Air- 
craft Corporation, since March 1943, was re- 
cently named vice president in charge of finance 
by the company. Previously, Mr. Schorlemmer 
was vice president in charge of finance in Vul- 
tee Aircraft, Inc. prior to its merger with Con- 
solidated. 


Mr. Joseph E. Schwab, vice-president and 
controller of the Roosevelt Savings Bank, New 
York, has been elected a trustee of the in- 
stitution. Mr. Schwab will continue with his 
previous duties. 


Mr. Emil F. Staral, secretary and treasurer 
of Grosset and Dunlap, New York, and a 
member of the Controllers Institute of Amer- 
ica, was recently elected president of the Book 
Publishers Bureau of New York. 


Mr. T. B. Noble, a member of the Control- 
lers Institute of America, and assistant treas- 
urer of Stockham Pipe Fittings Company, Bir- 
mingham, was recently appointed chairman 
of an advisory committee of the Birmingham 
Control to-assist the Alabama Revenue Survey 
Committee on State Taxation, which is con- 
sidering plans for overhauling the tax struc- 
ture of the state of Alabama. Mr. Noble will 
cooperate closely with Mr. Sidney Smyer, an 
attorney who is head of the committee on the 
reorganization of the Alabama tax, structure. 
Mr. Smyer discussed the work of the commit- 
tee at the November dinner meeting of the 
Birmingham Control. 


Mr. H. J. Coon has been named controller 
of the Weston Biscuit Company, Inc., which 
has taken over the United States interests of 
George Weston, Ltd., a Canadian corporation. 


Mr. W. K. Winkelmann, Comptroller of 
U. S. Tool Company, Inc., Ampere (East 
Orange), New Jersey, was elected to the Board 
of Directors of that company on December 27, 
1945, serving in the capacity of Assistant Secre- 
tary and Treasurer. Mr. Winkelmann, a member 
of the Controllers Institute of America, will con- 
tinue to act as comptroller. 


Mr. Elmer Hart was promoted to controller 
of the Pennsylvania Railroad Company on Jan- 
uary 10 to succeed the late Ralph C. Miller. A 
native of Philadelphia, and holder of mem- 
bership certificate No. 442 in the Controllers 
Institute of America, Mr. Hart has been with 
the railroad over 45 years, spending his entire 
career in the accounting phases of the com- 
pany’s activity. 

At the same time a reassignment of duties 
among the staff officers of the accounting de- 
partment was made. H. J. Ward continues to 
be designated deputy comptroller, and will be 
the comptroller’s principal assistant, with 
authority to act for him in his absence. P. D. 
Fox became general auditor and G. H. Heim, 
assistant comptroller. Messrs. Ward, Fox and 
Heim ate also members of the Institute. 


Mr. John A. Williams, controller of Niagara 
Hudson Power Corporation, Syracuse, New 
York, and a member of the Controllers Institute 
of America, presented an address before the 
Syracuse Federation of Women’s Clubs on Jan- 
uary 10: Mr. Williams’s subject was “Reducing 
Taxes Through a Pay-as-You-Go Program for 
the city of Syracuse.” 


Mr. Arthur E. Welch, executive vice-president 
and treasurer of Aireon Manufacturing Corpora- 
¢ 
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tion, Kansas City, and a member of the Control. 
lers Institute of America, has been elected a di. 
rector of the Mission State Bank of Kansas City, 
Kansas. 


‘Mr. Louis E. Hanson was appointed con. 
troller of the Socony-Vacuum Oil Company, 
Inc., New York, on January 10. A member of 
the Controllers Institute since November, 
1936, Mr. Hanson succeeds Mr. Arthur T. 
Roberts, who has retired. In March, 1945, Mr, 
Hanson was loaned by his company to the 
Price Adjustment Board of the Reconstruction 
Finance Corporation to develop data and in- 
formation required in connection with the 
renegotiation. of government contracts with 
the oil industry. He was the first member of 
the petroleum industry to be called by the RFC 
for such work. 


Mr. Robert A. Seidel, vice chairman and 
controller of the W. T. Grant Company, was 
presented with the gold medal award and 
scroll of the National Retail Dry Goods Asso- 
ciation at its annual convention, in January, in 
New York. The presentation was made by 
Major Benjamin H. Namm, who was re-elected 
president of the Association. Mr. Seidel who 
led in the fight against OPA regulations which 
impede production, received the scroll “in 
grateful recognition of his distinguished serv- 
ice to the retail trade and consumers of the 
United States.” 


Three members of the Controllers Institute 
are prominent in the activities of the Accounting 
Section of the American Gas Association, dur- 
ing the current year. They are Mr. L. V. Wat- 
kins of Panhandle Eastern Pipe Line Company, 
Chicago, who is serving as vice-chairman of the 
Accounting Section; Mr. W. D. Virtue, Public 
Service Company of Colorado, who is coordina- 
tor of the General Activities Group; and Mr. C. 
E. Packman of Middle West Service Company, 
Chicago, who as immediate past chairman of the 
Accounting Section is now chairman of the Ad- 
visory Committee. 


Mr. R. C. Brandt has been elected controller 
and assistant secretary of Gar Wood Industries, 
Inc., Detroit. He was formerly associated with 
the firm of Arthur Anderson and Company, 
certified public accountants. 


Mr. Louis M. Nichols, comptroller of Gen- 
eral Electric Supply Corporation, Bridgeport, 
chairman of The Institute's Committee on Sur- 
plus Property Disposal, and a member of the 
Advisory Council. of The Institute, has ac- 
cepted an invitation from the editors of “Dis- 
tribution Age,” to prepare an article on cur 
rent distribution and cost problems which is 
to be published in the March issue of that 
publication. 


Mr. Paul Haase, Assistant Secretary of the 
Controllers Institute of America, has been te- 
elected for a third term as treasurer of the 
National Association of Public Relations Coun- 
sel, Inc. Mr. Haase had previously served on 
the organization’s Board of Directors. 


Simple Arithmetic 

Industry can pay only on the basis of produc- 
tion, out of what it earns. Taxes and ‘dividends 
both flow from the same source. But, with the 
share taken by government constantly increasing 
and with a return on investment proportional to 
capital risk being steadily curtailed, business 
progress is hindered as new enterprises in pat- 
ticular find it difficult to attract fresh capital 
funds. —Tax Foundation 
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LIKE A MONTHLY CONFERENCE 


WITH EXPERTS 


N THE DIFFICULT DAYS at 
hand, with costs, wages, and profits 
hanging in the balance, it is squarely 
up to controllers and other company 
executives to keep constantly and fully 
posted on developments in account- 
ing. Like a monthly conference with 
experts, THE JOURNAL OF ACCOUNT- 
ANCY affords constructive, helpful in- 


formation on accounting matters of 
major importance to business—Ac- 
counting and Auditing Techniques— 
Financial Statements—T axes and ‘Tax 
Relief—Cost-finding and Analysis— 
SEC and Government Regulations— 
Settlement of War Contracts—Systems 
and Methods—Ofhficial Decisions and 
Releases, etc. 


THE NEXT ISSUE of Tue JourNnAL oF ACCOUNTANCY may 
contain just the information you needed in your work. For 
example, you may well find something of value in one of these 
four articles appearing, among others, in the February 1946 


issue: 


Inventory Pricing, by Maurice Stans 


Accounting for War Costs and Losses, by Warren W. Nissley 
Reports to Stockholders, by A. J. O’Hara 
Analysis of the Section 722 Bulletin, by T. Dwight Williams and Charles N. Whitehead 


* WHY NOT SUBSCRIBE TODAY? 


THE JOURNAL OF ACCOUNTANCY 


13 East 41st Street 


New York 17, New York 


Clip and mail the coupon below 


AMERICAN INSTITUTE PUBLISHING CO., Inc. 


13 East 41st Street, New York 17, N.Y. 


| enclose remittance of $4.00 for which please enter my subscription to THE JOURNAL OF 
ACCOUNTANCY, beginning with the next issue. — 
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IBM ANNOUNGES 


the 1946 Electromatic Typewriter, 





which produces letters of distin- 
suished appearance, with a mini- 
mum of physical effort on the part 
of the operator. 

It is now on display in IBM 
offices in all principal cities 
throughout the country. We will 
be glad to furnish you with full 


information upon request. 





INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building, New York 22, N. Y. 


TYPEWRITER 
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| Reviews of Recent Publications 





A “Must” Handbook 


CREDIT MANUAL OF COMMERCIAL 
LAWS, 1946 edition. Published by the 
National Association of Credit Men, One 
Park Avenue, New York 16, N. Y. $6.50. 

With the return of industry to peace 
production, the basic laws of trade are 
again of great importance to those charged 
with the credit and financial management 
problems of manufacturing and whole- 
saling corporations. The new edition of 
this work centers around the basic laws 
of contracts, sales, the laws regulating 
corporations in trade, secured sales con- 
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tracts such as conditional chattel mortgage, 
lease contracts, and the like. 

The thirty-eighth annual edition of this 
handbook of the laws of trade, just pub- 
lished by the National Association of 
Credit Men, provides a discussion of the 
legal steps of credit transactions from the 
time the order is received until the ac- 
count is collected. A special check list of 
these various steps is provided as an in- 
troduction to the new edition. 

As in previous years the Credit Man- 
ual gives a complete coverage on general 
bankruptcy procedure under the revised 
bankruptcy laws. This section provides in- 
formation for credit and financial officers 
on all phases of bankruptcy matters from 
the time a claim is filed until the last 
dividend is distributed by the referee. The 
complete text of the Chandler Act is again 
included in the Credit Manual together 
with the Directory of Referees in the vari- 
ous United States Court Districts. 

The Credit Manual also covers such 
subjects at fair trade acts, sales and use 
taxes, export sales and credits, assignment 
of accounts receivable with a summary of 
state laws governing, Soldiers’ and Sailors’ 
Relief Act, and Servicemen’s Readjust- 
ment Act, also a complete summary of 
state laws on the requirement for Bonds 
and Public Works. 

The new edition of the Credit Manual 
of Commercial Laws is the result of a 
thirty-eight year effort to provide a ready 
reference hand-book on the laws of trade. 
It is a “must’’ for financial executives. 


Reviewed by PAUL HAASE 


How Taxes Hit Growth 


EFFECT OF FEDERAL TAXES ON GROW- 
ING ENTERPRISES. By J. Keith Butters, 
and John Lintner, Division of Research, 
Graduate School of Business Administration. 
Published by Harvard University, Soldiers 
Field, Boston 63, Massachusetts. 226 pages 
with exhibits. $3.00. 

This study is principally concerned with the 
effect of federal taxes on new and growing busi- 
nesses. In addition, it adds to our understanding 
of the many problems, by examples and illus- 
trations through case records which show some 
of the conditions and situations usually encoun- 
tered in starting, developing, and expanding a 
new enterprise. 

Interim reports on several corporations were 
previously published and reviewed. (See THE 
CONTROLLER, June, 1944, page 261, and Octo- 
ber, 1945, page 534, for the studies on Lockheed 
Aircraft Corporation and the Lithomat Corpora- 
tion, respectively.) This book presents the final 
results of the completed special research project 
and integrates the experiences of the above- 
mentioned as well as additional companies. 

The authors present their story in two parts. 

Part I covers the effect of federal taxes on the 
formation of new businesses, management incen- 
tives for the expansion of small companies, ex- 
pansion from plowed-back earnings, outside 
sources of working and capital funds, implica- 
tions for postwar fiscal policy, the various alter- 


natives, and other such pertinent considerations, 
In this part, the data taken from the actual 
studies, is condensed and screened into a g¢. 
quential analytical discussion. 

Part II is the report of experience of each in. 
dividual company as to the problems of business 
motivation, management policies, federal tax 
effects, and the like. Although there is repeti. 
tion, nevertheless such treatment has this bene. 
fit: it permits a check-up or a means of follow. 
ing the authors’ conclusions based on the facts 
of separate cases as reported in full in Part II, 

Since the chapters are prefaced with a sum. 
mary of conclusions, the reading and under. 
standing of the book is greatly facilitated. 

The major conclusions as reached in the study 
by the authors follow: 


1. In the idea-development stage of a new 
business taxes are seldom of dominant impor. 
tance. 

2. After the “idea” stage and up to the point 
at which production appears feasible, tax con- 
siderations become progressively more impor- 
tant. 

3. Thereafter, high corporate taxes are typi- 
cally much more repressive in their effects than 
are high personal taxes—at least so long as very 
favorable treatment is accorded capital gains. 

4. High corporate taxes restrict the growth 
of small companies: 

(a) Greatly reduce the attractiveness of risky 
expansions to managements of small companies; 

(b) Curtail the amount of capital available 
from retained earnings to finance such expan- 
sions ; and 

(c) Make the acquisition of outside capital 
on satisfactory terms much more difficult. 

5. In each of these respects the restrictive ef. 
fect of high personal taxes appears to be much 
less severe: 


(a) The effect of personal taxes on manage- 
ment incentives is much less direct; 

(b) Except for unincorporated enterprises, 
— taxes do not reduce retained earnings; 
an 

(c) On balance, high personal taxes may not 
even divert outside capital away from highly 
venturesome enterprises. 

6. Retained earnings are an especially critical 
source of funds for the expansion of small en- 
terprises: 

(a) The owners of small companies fre- 
quently place great importance on the mainte- 
nance of a strong control position and of their 
personal freedom of action. Accordingly, they 
will be reluctant to undertake expansions which 
must be financed by outside capital. 

(b) Many small companies—even with pros- 
pects—find it most difficult or impossible to 
raise outside capital on reasonably favorable 
terms. 

(c) Therefore, many expansions will, in fact, 
be undertaken only if ands are available to f- 
nance them from retained earnings. 


7. High taxes are usually less repressive on, 
large, established corporations than on small 
growing firms. 


(a) High taxes reduce the profit expectancy 
of new expansions by large companies much less 
severely than they restrict similar expansions 
undertaken by small, independent companies. 

(b) Large, established companies have sub- 
stantial amounts of cash coming available from 
their noncash expenses, like depreciation, amor- 
tization, and such, in addition to profits retained 
after taxes. These may be used to finance new 
products and technical innovations. . 

(c) Finally, large, established companies 
generally acquire new capital on much better 
terms than small companies. In addition to float- 
ing common stock with relative ease, they can 
usually issue preferred stocks or bonds—alterna- 
tives available to small companies only on 4 
limited scale on costlier terms, and usually at 
great risk to common stockholders. 

8. Thus, unless special adjustments are made 
to relieve the burden of a flat-rate corporate tax 
on small companies. such a tax tends to acceler 
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ate industrial concentration and to restrict the 
growth of small independent companies. 

9. It would be possible substantially to re- 
lieve the tax burden on most small, growing 
companies without too greatly affecting federal 
revenues. This study clearly emphasizes the 
need for such relief. But it makes no attempt to 
examine the many problems which would arise 
in formulating the precise character of this re- 
lief. 

10. The financial problems confronting small 
firms are particularly acute in times of depres- 
sion and market pessimism—at such times it is 
practically impossible for most small companies 
to acquire new equity capital on acceptable 
terms. The surest way to improve the position 
of small firms would be to follow an economic 
policy that would promote a high level of eco- 
nomic activity. The indirect effects of general 
prosperity would be far more powerful than any 
specific measures which could be taken to break 
down the barriers between small companies and 
the capital market. 

11. Finally, existing imperfections in the 
capital market and the general unwillingness of 
individual savers to assume the risks of owner- 
ship emphasize the possibility that venture 
capital may be scarce at a time when there is gen- 
eral oversavings in the economy. Failure to rec- 
ognize that oversavings and shortages of venture 
capital are not mutually incompatible has led to 
many statements of doubtful validity by both 
proponents and opponents of the oversavings 
thesis. 


All told, this is a stimulating book. It is 
“must” reading. It should merit a careful and 
serious study by all those—executives, tax- 
planners, tax officials and the like—interested 
in tax consequences. For those starting a new 
business it should prove of import not only be- 
cause of its tax approach, but also because of the 
business problems it raises and discusses. 


Reviewed by PETER Guy EvANS 


NOMA “Proceedings” Published 


The 1945 “Proceedings” of the National 
Office Management Association, containing 
thirty-four timely papers and a number of 
helpful suggestions, is now available from 
the Association. 


Freight Transportation Analyzed 


The War Shipping Administration’s appli- 
cation to the Interstate Commerce Commission 
for entrance into coastwise trade has brought 
to the fore the question of whether freight 
charges will have to be increased to cover the 
increased costs of freight operation today. Ac- 
curate methods of cost determination become 
an absolute necessity in all aspects of trans- 
portation. Around the various methods which 
may be applied, shipping circles are presently 
conducting many discussions in port Cities. 
Many transportation men with years of ex- 
perience behind them are admittedly flounder- 
ing in attempting to reach a fool-proof answer. 

Cost determination by movements or hauls, 
and by commodity cost groups, is the solution 
offered by Mr. Henry B. Cooley, in his book 
Freight Transportation for Profit,” scheduled 
for publication this Spring by Cornell Mari- 
time Press, New York Citv. Mr. Cooley is as- 
sistant to the comptroller, Atlantic Gulf and 
West Indies Steamship Lines, and a mem- 
ber of the Louisiana and West Virginia Bars 
as well as an I.C.C. practitioner. 


Who Said It? 


“The key to industrial efficiency is an income 
scale that reflects correctly the difference be- 
tween skilled and unskilled work. 

Incomes must be paid according to work 
done, and not according to need.” 

Who said it? 

Joseph Stalin, in laying down the foundation 
of Russia’s economic policy. 
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1946 CONFERENCES 


Controllers Institute of America 


NEW YORK—APRIL 14-15, 1946 


12th Eastern Conference of Controllers 


HOTEL WALDORF-ASTORIA, NEW YORK 


Chairman: William Widmayer, Comptroller, 
Guaranty Trust Company, New York. 
President, New York City Control 


DETROIT—APRIL 28-30, 1946 


8th Midwestern Conference of Concedibess 


BOOK-CADILLAC HOTEL, DETROIT 


Chairman: K. B. Coates, Treasurer, Great Lakes 
Steel Corporation, Detroit. 


President, Detroit Control 


RESERVE THE DATES NOW— 


Full Details on Both Conferences 


Will Be Released Shortly. 














The Outlook for Inflation 


I am sure that most of us can go back 
to our boyhood days and recall, to some 
extent at least, prices that were paid for 
commodities in those days. If we could 
remember the scale of those prices in ten- 
year periods up to the beginning of the 
war we would find no doubt that this 
country actually has been tending more 
and more toward inflation. In fact we 
could go back to the origin of this coun- 
try and find that the cost of living has, 
with a few exceptions, been constantly 
on the rise. Since the beginning of the 
recent war this trend, of course, has been 
much more sharply upward and it is con- 
tinuing in that direction. We might say 
that inflation is the price we pay for a 
higher standard of living and a bigger na- 
tional income. 

Therefore, rather than “Outlook for 
Inflation” maybe we had better call this 
discussion “Inflation—Here It Is—How 
Do You Like It?” The word “inflation” 
has become a badly misused term. Man- 
agement cites its dangers in arguing 
against taises in wages while labor uses 
it in arguing for increased wages. Infla- 
tion is not a fixed thing or an exact figure 
—it is a comparative thing. We saw what 
runaway inflation could do following the 
last war. In Germany money became so 
worthless that it took literally bales of 
it to pay the worker his daily wage. And 
this same worker demanded his pay daily 
and spent it daily, because he knew that 
if he held it over-night it would buy 
much less the next day. The people were 
afraid of their own money and were de- 
termined to get rid of it at all costs. 
Finally the printing presses could not 
keep up and the bubble burst. Certainly 
we do not want conditions such as those 
here. Nor do we want a condition such 
as existed in China for many years. In 
that country the laborer earned only a 
few cents a day and his living standards 
were among the lowest in the world. To- 
day China is experiencing runaway infla- 
tion and even the beggars have large wads 
of money in their pockets. However, faith 
in their money is gone and three million 
dollars in Chinese money is now the 
equivalent of about one hundred dollars 
in American currency. Certainly we do 
not want either of these extreme condi- 
tions here. 


How MucuH INFLATION 


What, then, do we want? That is easy 
—we want something in between—some- 
thing that is just right. But what is “just 
right ?” Labor says the answer is simple— 
give us a 30 per cent. increase so that we 
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can make as much money to take home 
for 36 to 40 hours’ work as we took 
home during the war on the longer hours. 
But it also adds that this increase must 
not cause the cost of living to rise. The 
difference must be absorbed from what 
labor calls the exorbitant profits of man- 
agement. Labor says that technological 
developments will make this possible. 
Management does not agree to this— 
says it will not add up. So—we are hav- 
ing strikes. The man who has things to 
sell wants high prices and low produc- 
tion costs—the man who works for a sal- 
ary wants higher income without increase 
in the cost of living. Both say that their 
methods will solve the problem and 
would make things “just right.” The 
Management-Labor Conference tried to 
reconcile these two schools of thought. 
Of course, the figures which would be 
“just right” can hardly be quoted in dol- 
lars and cents—the picture is far too com- 
plex for that. Roughly speaking, how- 
ever, this figure would be one which 
would do the following things: 


First—Provide sufficient tax income to bal- 
ance our national budget and enable some 
retirement of the national debt without caus- 
ing runaway inflation. 

Second—Provide our people with the buy- 
ing power needed if we are to use the vast 
quantities of goods which this country must 
produce if we are to have reasonably full 
employment. 

Third—Provide a price level for these 
goods which will permit a fair return to 
management on its investment. 


Solution of the last two items would 
no doubt provide a solution for the first; 
namely, balancing of the budget. This 
balancing of the budget is of primary im- 
portance, however, because deficit spend- 
ing is one of our worst enemies in com- 
bating runaway inflation. The greater 
the debt and the more the carrying charge 
ta service it, the more inflation is needed 
to carry on. It is easy to see that this can 
easily become a vicious circle. 

Labor claims that it has the answer to 


the second problem; namely, raise wages 
without raising prices. To show that this 
can be done it cites the fact that labor 
makes up only varying portions of the 
cost of various articles and that a raise 
of, say, 15 per cent. in wages would 
cause living costs to go up only 3 per 
cent. or 4 per cent. The difference in 
these two increases would make itself 
felt in the form of added buying power 
on the part of labor and would thus bring 
more prosperity. This theory has some 
basis but it does not tell the whole story, 
The first hole that might be shot in this 
argument is that organized labor still 
makes up a relatively small portion of our 
total national income. It would be fine 
if everyone got a 15 per cent. raise and 
still have living costs go up only 3 per 
cent. or 4 per cent. Certainly we would 
all be more prosperous. But organized 
labor gets the 15 per cent. raise and liv- 
ing costs for all of us go up 3 per cent. 
or 4 per cent. Of course there is little 
argument but that labor's purchasing 
power would be increased very sharply 
from such a change but if the purchasing 
power of all of the rest of the people 
is decreased 3 per cent. or 4 per cent. we 
are worse off than when we started. 

The second hole that might be shot in 
this argument is this—it is true that liv- 
ing costs probably would go up very 
little if only one particular group of labor. 
received wage increases but as other 
groups join in these same demands and 
15 per cent. wage increases become gen- 
eral, cost of living must rise proportion- 
ately. So, after everybody has gotten his 
increase and living costs have followed 
suit we are right back where we started 
and the cycle starts over again. This, of 
course, could easily cause uncontrolled 
inflation. 

Management, in stating its case, says 
that risk capital must have a fair retum 
or it will not expose itself to the risks 
of the enterpriser. Without a fair return, 
we have no investors and as a result we 








KEEP YOUR HAND ON THE THROTTLE! 


We are already “enjoying” inflation, says Mr. Martin in this paper which he 
presented at the November 27 meeting of the Houston Control. But the im- 
portant thing, he declares, is “keeping this inflation under reasonable control. , 
It is the uncontrollable inflation which must be giving us all cause for concern. 
Make no mistake about it—we are literally playing with dynamite!” Although 
inflation is a matter that should not be treated lightly, we cannot resist this 
opportunity to express our relief that in an atom-bomb-conscious existence, 
something is still labeled dynamite. That is an indication of the understanding 
and reasonableness which the author brings to this discussion. 


—THE EDITOR 
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have no employment and no prosperity. 
Management further adds that this coun- 
try was built on the basis of paying labor 
for work performed and that we cannot 
force prosperity by simply paying more 
money without getting something in re- 
turn. Management more or less admits 
that in some instances labor will be more 
roductive due to improved technological 
methods developed during the war, but 
it feels that these will by no means be of 
sufficient importance to provide the in- 
creased wages asked. Management says 
that if labor will offer to do more and 
better work and will actually do more and 
better work, then no doubt profits will 
show an increase and, therefore, wages 
can then rightly also be increased. Labor 
says “we don’t trust you that far.” 

So, it is easy to see that there are many 
angles and many thoughts, some of which 
appear to be almost irreconcilable. Lots 
of work remains to be done. 


OPTIMISM REFLECTED 


Offhand the picture would appear to 
look very dark and yet our stock market 
which is usually a pretty good judge of 
times is pretty generally optimistic. Those 
people who are investing their money in 
stocks are not doing it out of any desire 
to be good Samaritans. They are paying 
these prices because they believe that our 
manufacturing concerns will continue to 
operate at a profit regardless of the trou- 
bles they are now experiencing with wage 
and price levels. These stock market in- 
vestors apparently do not believe that 
these problems will not be solved within 
a reasonable length of time. If they did 
the trend of the market certainly should 
not be as it has been. 

Another factor which might be causing 
the stock market to rise is of course our 
old friend inflation. It has become a gen- 
erally accepted opinion that ownership of 
stocks represents a hedge against inflation 
and that it is for this reason that prices of 
these are soaring. It is true that owner- 
ship of equities makes money in infla- 
tionary times but it is equally true that 
ownership of stocks alone is not a hedge 
against inflation—they must be stocks in 
concerns which will benefit profit wise 
from inflation and if our outlook from a 
profit standpoint were irreconcilably dark 
there would be little reison for our buy- 
ets to continually be bidding higher and 
higher for the major portion of the 
issues now on the market. 

We have talked about the attitudes of 
labor and management and we have dis- 
cussed the stock market's attitude, which 
we might say is a relatively neutral one 
which looks upon the picture from the 
cold blooded angle of “how much money 
will this investment make.” However, one 
of the most important aims we must have 
in view in all of this is the balancing of 
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the budget. Therefore, it is obvious that 
the Government cannot be a disinterested 
party in this argument. What then is the 
Government’s attitude ? 


GOVERNMENT ATTITUDE 


Until recently our Government has 
more or less stayed on the side lines and 
has been criticized for not taking a defi- 
nite enough stand. To a large extent it 
is still doing this. Our President’s recent 
address showed that our Government 
wants increased wages but largely with- 
out increase in prices, at least it is indi- 
cated that it will be very careful in grant- 
ing any increases in prices. Recent ceiling 
prices on automobiles bear out this 
thought. So its stand has done very little 
to reconcile the two factors we spoke of. 
Why does not our Government take a 
more decisive stand? Back we go to infla- 
tion, already an unpopular term and yet 
our Government must give a certain 
amount of encouragement to inflation 
even though on the surface it appears to 
be adopting a “hold the line” policy. 
Even if our Government were highly anti- 
labor and highly conservative, neither ‘of 
which it is, it would still have to do this. 

Those who should be “in the know” 
say that our Government probably would 
like to see wages increased about 15 per 
cent. now, but probably anticipates and 
will encourage increases up to 50 per 
cent. in the next five years. It wants these 
increases to come gradually so that they 
can be more easily assimilated in our 
economy, but it no doubt wants them to 
come. Why? We realize that some adjust- 
ments must be made in our tax program, 
particularly in the excess profits taxes, 
otherwise there will be no incentive for 
people to risk their money. Secretary 
Vinson recently recommended reductions 
which will amount to about 5 billions 
next year. The amount of this reduction 
just about equals our total tax collections 
in prewar years. Even after this reduc- 
tion, tax collections will be approximately 
$27Y, billion and we will still be operat- 
ing in the red. The interest on our na- 
tional debt is now about $5 billions an- 
nually, an amount equal to our total tax 
collections before the war. So it is obvious 
that we can’t hope to operate a budget 
the size of ours on the income of the 
Chinese coolie of old—our economy is 
geared far too high for that. It is equally 
certain that we can’t operate on the in- 
come we had before the war. Here is the 
reason: 

This war was an expensive war—it was 
fought with expensive equipment and with 
high wartime wages. The national debt was 
created in its present amount as a result. Debt 
is a comparative thing. What would be a back 
breaking burden to a man. with a $12.50 per 
week income would be easily payable by a 
man making $100.00 per week. I am buying 


war bonds each month just as you and mil- 
lions of others are doing. I expect to get my 
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money back with interest when these bonds 
mature and I have every reason to expect this, 
because, after all the good faith and credit of 
the strongest nation in the world is back of 
them. 

However, in addition to this they bear my 
endorsement and the endorsement of all of 
the people of this country and are additionally 
secured by a first lien on all of our physical 
properties as well as our future income. A debt 
does not go bad when it has good endorsers. 
However, these endorsers must be blessed with 
paying power as well as solvency. It wouldn't 
help much to be able to pay our debts if we 
had to liquidate and go out of business in 
order to do it. We must be able to pay from 
current operations. So, in effect, I am going 
to have to buy my bonds back from myself. 
If I am able to invest $75.00 per month in 
bonds from my income now, I am (as an en- 
dorser) going to have to %e able to pay 
$100.00 per month in ten years in order to 
liquidate them when they mature. I can’t do 
this if either of two things happen—first, if 
my salary is cut in the meantime to where I 
can't pay, or, second, if my cost of living has 
increased to such an extent that I have noth- 
ing left with which to pay debts. 


So I do not think it is very hard to 
see why inflation must be with us for a 
long time to come. The thing which we 
must hope and guard against is the de- 
structive spiraling type. There are a num- 
ber of favorable factors which will help 
us to avoid this devastating type of infla- 
tion: 

First—Price control over certain scarce 
commodities—particularly necessities, until 
such time as production can get into full 
swing. 

Second—Competition—the desire on the 
part of manufacturers to produce their goods 
at a fair price and to have them sold “over 
the counter” rather than on a black market. 

Third—Our productive capacity. It should 
be capable of correcting any serious short- 
ages and of keeping supply in reasonable 
proportion to demand. When that time 
comes, price controls will no longer be 
needed. 

Fourth—Our ability to improve produc- 
tion methods and to evolve new economies 
in manufacture. In other words “Yankee 
Ingenuity.” 

Fifth—The fact that our people know that 
their American dollar is the strongest piece 
of money in the world. There is no tend- 
ency to run from it. A balanced budget 
will, of course, assure this. The savings of 
our people are at an all time high. When 
they spend them it will no doubt be for the 
purpose of buying something they want 
rather than for the purpose of getting rid of 
a dollar in which they have lost confidence. 
This is most important, because it is this 
frightened buying which is uncontrollable. 


On the other side, there are unfavor- 
able factors. I think that we can boil 
these down pretty well to two items and 
cover the main points: 


First—Control of certain things which are 
hard to control. Principal among these 
probably will be buildings and homes. So 
many factors enter into the cost of a house 
that price control is next to impossible. 
Added to this is a crying need for housing 
and other buildings. We must depend upon 
the building industry itself to solve this 
problem. Any of you who have been un- 
fortunate enough to be on the buying end 
or fortunate enough to be on the selling 
end of a real estate transaction in the past 











116 


year can know just how much inflation al- 
ready exists in real estate values. The ex- 
planation, of course, is the urgent need for 
housing and the willingness on the part of 
people to pay exorbitant prices in order to 
have a home in which to live. 

Rents offer. a like problem. I noticed 
recently an article in the paper which stated 
that rent control had been among the most 
successful of O.P.A.’s undertakings. I be- 
lieve the figures were something like this— 
that whereas general living costs had risen 
50 per cent. during the war, rents had only 
risen 4 percent. or 5 per cent. I think 
the easiest way to prove the inaccuracy of 
these figures is for one of us to try to rent 
a house or an apartment. While it is true 
that the price asked probably would be the 
O.P.A.’s ceiling price, yet if you have an out- 
side chance at getting the house or the 
apartment you hffd certainly better remember 
the landlady with a very generous introduc- 
tory gift, preferably cash and in large bills. 
So probably one of our biggest problems is 
the control of this black market in rents and 
it is one which will be very difficult to con- 
trol because the renter will be so delighted 
at having gotten a place that he will be more 
than willing to pay silent homage to his 
landlady and in a very material way. 

Second—and probably most important un- 
favorable factor is—the unpredictable human 
element. If we could raise wages to a fig- 
ure which would be “just right” and have 
it stop there, all would probably be well 
and good. But how are we to know that 
our people will realize when that point has 
been reached? 


Our people have learned of the power 
that they possess. They have adopted a 
policy of demanding more and more. It 
does not sound quite logical to expect 
them suddenly to stop making these de- 
mands and to realize that other economic 
factors might be taken into consideration. 

I imagine that most of us here tonight 
are from the old school. We were told 
that when.we had earned raises we 
would be given them but I do not recall 
ever having been told that I was being 
given a raise with the hope that it would 
make me happier and more contented in 
my work and that possibly, sometime in 
the future, I would increase my efficiency 
to the point where the raise would be jus- 
tified. It seems to me that our operation 
has gotten a little bit in reverse. Labor's 
argument for full employment is based 
upon the theory of shorter hours for 
everyone so that there will be plenty of 
work for everyone. If workable this 
would be the ideal solution to our prob- 
lem but economically it does not add up. 
Profits can not be created from an un- 
profitable operation and an unprofitable 
operation eventually means collapse with 
loss to capital, management and labor. 

Let us try to be fair, however. There 
are no doubt some businesses which are 
making exorbitant profits and which are 
trying in every way to hide them. In these 
cases, raises could no doubt be given to 
labor without a corresponding increase 
in price. 

Most of us are largely of the so-called 
white collar group. What is our outlook? 
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Probably not as bright as we would like 
it to be. Most of these groups are unor- 
ganized and will ‘therefore receive their 
increases at a slower tempo than will the 
organized groups. 

So in trying to discuss such a topic as 
the “Outlook for Inflation’’ we find our- 
selves faced with a picture which is 
changing constantly. As we have dis- 
cussed, some of the factors can be placed 
under fairly satisfactory control—others 
cannot. The human element is no doubt 
our biggest question mark on the unfa- 
vorable side. On the favorable side I 


believe that the old Yankee ingenuity js 
our biggest asset. This country has not 
lost a fight yet and there is little reason 
to suppose that it will lose this one. Com. 
pared to our prewar living we have in. 
flation now in. quite an appreciable de. 
gree. We must continue to have infla. 
tion. The thing which must be uppermost 
in our minds is the keeping of this infla. 
tion under reasonable control. It is the 
uncontrollable inflation which must give 
us all cause for concern. Make no mis. 
take about it—We Are Literally Playing 
with Dynamite! 


Term “Productivity Per Man-Hout” 
Must Not Overlook Capital’s Role 


Careless use of words like ‘profits’ and 
“productivity” is a boomerang, declares an edi- 
torial in a recent issue of ‘“Trusts and Estates” 
magazine, that is already doing great damage 
to business and particularly to a public recog- 
nition of the contribution which capital or 
tools make to our industrial and economic 
welfare. 

Discussing particularly the term ‘‘produc- 
tivity per man hour,” the editorial declares that 
“until we have an understanding of the real 
role of tools (capital) as a partner of labor 
and management, we will have turmoil and an- 
tagonisms toward private enterprise. Unless 
we correct some current fallacies about the 
place of the machine in creating our great pro- 
ductive capacity, we too can drift, or be forced 
into Business by Government. 

“And these fallacies are not the fruit of 
union or political propaganda or semantics 
alone; they are found all too frequently in the 
utterances and practices of businessmen. To 
make a case for wage increases (which in cer- 
tain cases may be quite justified but are dan- 
gerous as arbitrary generalizations) it is nat- 
ural that union publications and pamphlets 
cite figures on increased ‘productivity per man- 
hour.’ For example, take this quotation from 
Labor’s Monthly Survey: 


“During the war, workers’ productivity in- 
creased immensely. In munitions industries, 
production per man-hour rose 47% in. 21 
months. ... The Littie Steel formula pre- 
vented workers from receiving the wage in- 
creases they earned by their increasing pro- 
ductivity.” 


“From this recitation the conclusion is 
drawn that wages can be raised that much 
without price increases, that the worker alone 
is accountable for this increase and should be 
paid accordingly. 

“But what accounts for the difference in in- 
dustrial pay-scales between the worker in China 
and the industrial worker in America? The 
first operates without any but the crudest tools 
—and makes a few cents a week. The Ameri- 
can works with the finest mechanical aids in 
the world—and makes an average of $45.00 
a week. The skill is greater here, and the cost 
of living higher. But there is a limit to the 
average man’s ability to produce, unless he 
has horsepower and machines working for 
him. An extra fast band husker can bring in 
100 bushels of corn a day—and that is just 
about the limit he can reach without tools. 
With a mechanical picker he can harvest 1000 
bushels a day. Has the productivity of the man 
increased 900%? 

“Or take our own history: In 1909 the 
average annual wage in factories was $510. 
In 1939 it was $1,150. Why was this possible? 
Because in 1939 the average worker had $6,000 


of tools, equipment, etc., to work with (against 
$3,000 in 1909), and he had 6.4 horsepower 
against 2.9 in 1909. Isn’t productivity a re. 
sult of man-hours plus machine-hours plus 
management-hours? Isn’t the skill of the sci- 
entist, the able manager, the tool-designer, 
important in this productivity increase? Hasn't 
capital invested in the finest tools been largely 
responsible? Some of the excellent suggestions 
and machine improvements made by superior 
workers themselves—as through labor-manage- 
ment committee and suggestion-system work 
—have helped their fellow workers to produce 
more and better, and in less time. 

“Yet here are just three examples of mis- 
understanding, carelessness or dangerous de- 
lusions on the part of management. A com- 
pany that does an otherwise excellent job of 
constantly increasing benefits to labor, to con- 
sumer and to investor, publicizes a chart show- 
ing increasing ‘Dollar Productivity of Worker.’ 
An executive of a large manufacturing concern 
proposes an otherwise fine wage incentive plan 
in which one of the four basic platforms is: 
‘Reward the worker in direct relation to his in- 
creased output. If production increases 1%, 
earnings should be that much greater.’ 

“A national business magazine editorializes: 
“When a worker produces 30% more, then he 
can be paid 30% more without increasing the 
cost, and therefore the price of the product.’ 

“If workers continued to use only the same 
tools, and these tools did not wear out, or 
become obsolete because of invention of sub- 
stitute products or for many other reasons, 
this might be true. And provided that man- 
agement never got any better ideas or made no 
improvements in operations, sales volume, etc. 
But that is not the fact. ‘Productivity per man- 
hour’ is a convenient statistical label—tike 
many. other statistics it can lead to utterly 
erroneous conclusions. It is up to industry and 
investors to show productivity as the result 
of teamwork, to get and give a proper picture 
of the role of capital tools, as well as labor 
and management. Unless we correct these mis- 
apprehensions on the part of business spokes- 
men first and the public next, we will have 
thrown out an economic boomerang.” 

* x * 

Employees of the United States Steel Corpora- 
tion received $3 and 3% billions in wage, salary, 
social security and pension payments during the 
five war production years. This was more than 
twelve times the amount paid to the corpofa- 
tion's 225,000 stockholders. The corporation's 
total earnings amounted to 4.8 per cent. on 1n- 
vestment during the five years, 1940-44. 

* * * 

Although the number of businesses declined 
7 per cent. during 1929-1933, according to 
“Dun’s Review,” there was a 20 per cent. i- 
crease during 1933-1941. 
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Here it is night and still we’re 
not finished. Overtime, all the time. 


This is getting to be a habit. 


Blame overtime on too much rush 
business, too much flu, too much new 
help. But the fact remains that lights 
burning after hours, and coffee and 
hamburgers sent in, are usually signs 
of inefficiency somewhere along the 
line. Something’s wrong. 


A weakness in business forms is 


often part and parcel of the trouble. 
Moore Business Forms, Inc., co- 
operating with the accountant and 
his staff, designs and prints business 
forms of every description for thou- 
sands of businesses, large and small. 
Net result is less error, less con- 
fusion — and savings that mount-up 
to real figures. 


For example: For 20 years, a 
large auto supply house has used 
3,200,000 sets of a particular Moore 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA. 


In Canada— Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; - 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 


National Sales Check Book Co., Ltd., Montreal 





business form. Savings range up- 
ward of $15,000 a year — not count- 
ing the 3314 per cent reduction in 
carbon-paper costs. 


To see how Moore can help your 
clients’ business, get in touch with 
headquarters of your nearest Moore 
division, as listed below, or its local 
office. Moore stands ready to supply 
you with everything from a simple 
sales book to the most intricate 
multiple-copy form. 


MOORE BUSINESS FORMS, inc. 


ADV. BY N.W. ave? 
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MEETINGS OF CONTROLS 








BIRMINGHAM 
Topic: CONTROLLERSHIP 


Major General Persons, president of the 
First National Bank of Birmingham, who 
served in the Pacific Theatre of World War 
No. II under General MacArthur, was the 
speaker at the January 10 meeting of the Bir- 
mingham Control at the Tutwiler Hotel. He 
discussed ‘‘A Banker Looks at the Controller.” 


BOSTON 
Topic: LABOR-MANAGEMENT 
Saul Wallen, former chairman of the Re- 
gional War Labor Board for Region No. 1, 
with headquarters in Boston, was the speaker 
at the January 8 dinner meeting of the Bos- 
ton Control in Putnam & Thurstons Restau- 
rant, Worcester, Massachusetts. Because of 
his experience as an attorney specializing in 
arbitration and mediation of labor disputes, 
as well as his War Labor Board experience, 
Mr. Wallen was able to bring to his address 
on “Labor and Management Relations” many 
pertinent observations. 


BRIDGEPORT 
Topic: MANAGEMENT CONTROLS 


A cost-engineering approach to manage- 
ment controls was presented at the January 9 
dinner meeting of the Bridgeport Control in 
the University Club by Sterling L. Smith, as- 
sistant controller of Continental Can Com- 
pany, Inc. Previously associated with ‘the 
management firm of Stevenson, Jordan and 
Harrison, Mr. Smith had also at one time 
served as controller of the Union Fork and 
Hoe Company, Columbus, Ohio. 


CHATTANOOGA 
Topic: FEDERAL TAX LAW 
At the January 8 meeting of the Chattanooga 
Control, held at the Read House, Mr. Jack R. 
Wilkinson, secretary-treasurer of the Daven- 
port Hosiery Mills, Inc., was the discussion 
leader of a round table conference. The sub- 
ject featured was “The New Federal Tax 
Law.” 


CHICAGO 
Topic: NATIONALISM 
After four years of active service with the 
Navy, Commander William M. McGovern was 
the guest speaker at the monthly dinner meet- 
ing of the Chicago Control at the Union 
League Club on January 22nd. The presenta- 
tion by Commander McGovern was entitled 
“Nations and Nationalism after the War.” 
Commander McGovern took an important part 
in the war, having traveled extensively both 
in Europe and the South Pacific and had inter- 
views with such personalities as Lord Mount- 
batten, Viceroy Lord Wavell, General Hurley, 
Chiang Kai-Shek and others. Commander Mc- 
Govern has written many books among which 
are ‘Modern Japan,” “From Luther to Hitler,” 

and others. 


CINCINNATI 

Topic: WHAT MANAGEMENT EX- 

PECTS OF THE CONTROLLER 

At the January 8 meeting of the Cincinnati 
Control in the Hotel Alms, Mr. R. C. Cos- 
grove, vice-president and general manager of 
the manufacturing division of The Crosley 
Corporation discussed the subject ‘What 


Management Expects of The Controller” 
Mr. Cosgrove is also serving as president of 
the Radio Manufacturers Association and a; 
vice-president in charge of sales of the Avia. 
tion Corporation. 


CLEVELAND 
Topic: INTERNAL PROCEDURES 


A panel discussion covering the preparation 
and issuance of internal procedures was the 
highlight of the January 15 dinner meeting 
of the Cleveland Control in the Cleveland 
Hotel. Because of the nature of the subject, the 
meeting was restricted to members of the Cop. 
trol and associates in their companies. Those 
participating in the panel discussion included 
Ogden Ashley, Controller, The Cleveland 
Pneumatic Tool Company; G. L. Horst, Comp. 
troller, Central Greyhound Lines, Inc.; Harold 
E. Kinsey, Sales Promotional Manager, Cleve. 


land Office, The Massachusetts Mutual Life | 


Insurance Company; and Llewelyn Reese, 
Comptroller, The Sherwin-Williams Company. 


DAYTON 


Topic: LABOR AND MANAGEMENT | 


Mr. Ray M. Suter, director of the Industrial 
Relations Department of the Ohio Chamber of 
Commerce at Columbus, spoke on “What's 
Ahead for Labor and Management’’ at the din- 
ner meeting of the Dayton Control on Janu. 
ary 19 in the Van Cleve Hotel. 


DISTRICT OF COLUMBIA 


Topic: LABOR RELATIONS 


For the January 22 meeting, the District of 
Columbia Control featured a discussion by 
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Underwood Sundstrand Machine 
Power Saves Time Where 
Time Means Money... 


Thousands of man and woman 
hours have been saved in the Ac- 
counting and Payroll Departments 
of many firms through the use of 
Underwood Sundstrand Account- 
ing Machines. 

Because of the simple “10 Figure 
Key” keyboard and many auto- 
matic features, operating profi- 
ciency can be acquired quickly. 
The machine does the entire job, 
not just part of it. Many computing 
combinations are available and all 
computations are automatically 
controlled. 

The application scope of the Under- 
wood Sundstrand Accounting Ma- 
chine is extensive . . . will help to 
speed your production and lower 
your accounting costs. 
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Read these definite Underwood Sundstrand advantages: 


Payroll Records. Your Payroll 
Sheet or Summary is prepared at 
the same time that the Employee’s 
Pay Check or Pay Statement and 
Pay Envelope is written. 


Postings to the Employee’s Earn- 
ings Record are made in original, 
not carbon impressions. When the 
forms are in the machine, all en- 
tries are completely visible. 


Dates and Pay Check Numbers are 
printed automatically. Protective 
Stars are automatically printed be- 
fore the Check amount. When de- 
ductions exceed earnings, the Pay 
Check is automatically voided. 


Gross Pay and Net Pay amounts are 
automatically computed and Col- 
umn Totals are automatically 
printed. 


Government Reports. Year-to-Date 


Save the Seconds and You Save the Day— 


Underwood Corporation 


Accounting Machine Division - 


One Park Avenue, New York 16, N. Y. 


Total Gross Earnings and With- 
holding Tax are automatically com- 
puted for Income Tax purposes. 


Quarter-to-Date Total Taxable 
Gross Earnings are automatically 
computed for Social Security Tax 
purposes. When the taxable total 
reaches $3,000, the machine auto- 
matically exempts amounts in ex- 
cess. 


Victory Bond Ledgers. The ma- 
chine can be set for any bond 
denomination. The Unapplied Bal- 
ance and the amount “To Go” be- 
fore the next bond can be purchased 
are automatically computed. 


When the Unapplied Balance 
reaches the purchase price of the 
bond, the purchase is automatically 
recorded. All bond purchases are 
automatically counted and totaled. 


“A call to your local Underwood 


office will bring you, without obli- 
gation, interesting information on 
how your payroll department can 
save hours of man power and 
woman bower. 
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Mr. Otto S. Beyer on “Labor Relations,” with 
particular emphasis on the timely phase of 
fact-finding panels. Mr. Beyer is a former 
member and chairman of the National Media- 
tion Board and now a special consultant and 
advisor to the Tennessee Valley Administra- 
tion, the Maritime Commission and the War 
Shipping Administration. A member of the 
Public Hearings Committee of the recent La- 
bor-Management Conference, Mr. Beyer is 
also serving as a member of the Fact-Finding 
Panel of the Oil Industry. 


HOUSTON 
Topic: EDUCATIONAL PROGRAM 


A special meeting to discuss the educational 
program of the Controllers Institute was sched- 
uled by the Houston Control at the Houston 
Club on January 22. The regular meeting of 
the Control had been postponed in January 
so that members could participate in the joint 
meeting, on January 25, with the Dallas Con- 
trol in that city. 


INDIANAPOLIS 
Topic: BUDGETS 
Mr. H. T. McAnly, certified public account- 
ant, and resident partner of Ernst and Ernst, 
Chicago, was the speaker at the January 23 din- 
ner meeting of the Indianapolis Control at the 
Lincoln Hotel. Mr. McAnly is a well-known 
speaker in accounting circles and presented a 
fine address on budgeting. 


KANSAS CITY 
Topic: THE CONTROLLER’S OFFICE 
In compliance with Education Chairman 
Perry’s request that an educational meeting be 
held in February by each Control of The In- 
stitute, the January 14 dinner meeting of the 
Kansas City Control was devoted to such a 
program and a discussion based on Bulletin 
No. 1 which Dr. Edward B. Logan, Educa- 
tional Research Director of The Institute, de- 
veloped. For the occasion, Deans of business 
schools of nearby universities were invited to 
express their views on the subject. 
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LOS ANGELES Topic: TAXES 


“Recent Tax Developments from the Man- 
agement Standpoint’’ was the subject featured 
at the monthly dinner meeting of the Los An- 
geles Control at the Hotel Clark, on January 
17. The speaker for the occasion was Mr. 
Russell S. Bock. 


NEW YORK CITY Topic: TAXES 


Mr. Edward H. McDermott, senior partner 
of McDermott, Will and Emery, Chicago, at- 
torneys, and Mr. Maxwell E. McDowell, man- 
ager of the tax department of the Standard 
Oil Company (New Jersey), discussed “Fed- 
eral Taxation, 1945-1946” at the regular 
monthly meeting of the New York City 
Control, on January 10 at the Hotel New 
Yorker. Mr. McDermott has been counsel to 
the Joint Committee of the House and Senate 
on Internal Revenue, and has subsequently 
worked with other government agencies in 
connection with federal taxes and related 
problems. Mr. McDowell served for five years 
as special attorney in the Chief Counsel’s Of- 
fice, Bureau of Internal Revenue. 


PHILADELPHIA 
TOPIC: WORLD PROBLEMS 


“World Postwar Economic Problems—The 
Relationship of the United States to Them” 
was the subject of an address by Mr. William 
L. Batt, president, SKF Industries and vice 
chairman of the Civilian Production Adminis- 
tration, before the Janyary 3 meeting of the 
Philadelphia Control in the Warwick Hotel. 
Mr. J. Walton St. Clair, president of the 
Control, introduced Mr. Batt, who was also 
heard by members of the Philadelphia chap- 
ters of the Institute of Internal Auditors, So- 
ciety for the Advancement of Management 
and the National Association of Bank Audi- 
tors and Comptrollers. 

For its February 7 meeting, the Philadel- 
phia Control has announced a discussion on 
“Future Trends in Profit Sharing Plans and 
Pension Trusts” with Mr. J. H. Shreiner, Di- 
rector and Assistant to the President of 
Towers, Perrin, Forster and Crosby, Inc. 
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Philadelphia - 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction: 


Industrial Engineering 


Ford, Bacon & Davis 


dncorporated 


Engineers 





Washington - 


NEW YORK, N. Y. 


Chicago 














PITTSBURGH 


Topic: FEDERAL TAXgs 
The January 16 meeting of the Pittsburgh 
Control at the Fort Pitt Hotel, was conducted 
as a joint meeting with the Pittsburgh Chap. 
ters of the National Association of Cost Ac. 
countants, and the Pennsylvania Institute of 
Certified Public Accountants. The gues 
speaker was Mr. Ellsworth C. Alvord, Partne; 
of Alvord and Alvord, Washington, D, C, 
who presented a discussion on corporate fed. 
eral taxes. 


PORTLAND 
Topic: MANAGEMENT 
Mr. Donald E. Ackerman was the featured 
speaker at the December 21 dinner meeting 
of the Portland Control, which met at the 
Heathman Hotel. The subject discussed by 
Mr. Ackerman was “The Controller's Place 
in Programmed Management.” Associated 
with International Nickel Company and 
American Brake Shoe Company, Mr. Acker. 
man joined McKinsey and Company as Man. 
agement Consultant in New York and was 
later transferred to the company’s Pacific 

Coast office. 


ROCHESTER 
Topic: 1946 BUSINESS 
Continuing its annual custom, the Rochester 
Control met on December 26 in _ the 
Rochester Club to participate in a discussion 
of the business prospect for the coming year. 
Under the leadership of Edmund S. La Rose, 
controller of Bausch & Lomb Optical Com. 
pany. In addition, some new ideas on budget 
procedure were scheduled for discussion. 


ST. LOUIS 
Topic: PERSONNEL RELATIONS 


Mr. C. L. Schwyhart, Assistant Director, 
Training Department of the Caterpillar Trac- 
tor Company, Peoria, Illinois, was the guest 
speaker at the monthly dinner meeting of the 
St. Louis Control at the Hotel Statler on Jan- 
uary 22. The presentation by Mr. Schwyhart 
was “The Effects of Supervisory Training Pro- 
gram in Promoting Better Personnel Relations 
and Improved Efficiency of Labor.” The time- 
liness of the discussion proved this session to 
be most interesting and productive. 


SAN FRANCISCO 
Topic: STANDARD COSTS 


Mr. N. H. Kamph of N. H. Kamph and 
Associates, systems engineers of Los Angeles, 
was the speaker at the January 17 dinner 
meeting of the Los Angeles Control. The 
subject he presented was “Controllers Need 
Standard Costs for Control.’ Mr. Kamph, 
who was director of systems research on 4 
national scale for the Charles R. Hadley 
Company, has written several textbooks on 
accounting as well as having numerous artt 
cles on management published. 


SPRINGFIELD 
Topic: LABOR-MANAGEMENT 
At its January 15 meeting, the Springfield 
Control featured a talk by Mr. James J. Healy 
of the Harvard Business School. Mr. Healy's 
subjects was- ‘Labor-Management Problems. 
A member of the National Wage Stabilization 
Board, Mr. Healy was formerly director of the 
Wage Stabilization Division of the War Labor 
Board and Assistant Chairman of the Regional 
War Labor Board of Boston. He also devotes 
time to arbitration work on private cases. 


SYRACUSE 
Topic: ACCOUNTING 


Mr. John A. Williams, a member of The 
Institute and assistant controller of Niagafa 


(Please turn to page 128) 
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DIRECTORS 


EDWIN M. ALLEN 
Chairman, Mathieson 
Alkali Works, Inc. 
EDWIN J. BEINECKE 
Chairman, The Sperry & 
Hutchinson Co. 


EDGAR S. BLOOM 
President, Atlantic, Gulf and 
West Indies Steamship Lines 


ALVIN G. BRUSH 
Chairman, American Home 
Products Cor; i 


LOU R. CRANDALL 
President, George A. 
Fuller Company 


€HARLES A. DANA 
President, Spicer 
Manufacturing Corp. 


HORACE C. FLANIGAN 
Vice-President 


JOHN M. FRANKLIN 
President, United States 
Lines Company 


CHARLES FROEB 
Chairman, Lincoln 
Savings Bank 

PAOLINO GERLI 
President, 

La France Industries, Inc. 

HARVEY D. GIBSON 
President 


JOHN L. JOHNSTON 
President, Lambert Company 


OSWALD L. JOHNSTON 
Simpson Thacher & 
Bartlett 


CHARLES L. JONES 
The Charles L. Jones Company 


SAMUEL McROBERTS 
New York City 


JOHN T. MADDEN 
President, Emigrant 
Industrial Savings Bank 


JOHN P. MAGUIRE 
President, John P. 
Maguire & Co., Inc. 


C. R, PALMER 
President, Cluett 
Peabody & Co., Inc. 


GEORGE J. PATTERSON 
President, n & 
Lehigh Coal Co. 


HAROLD C. RICHARD 
New York City 


HAROLD V. SMITH 
President, Home 
Insurance Co. 


E a STAUFFEN 
irman, Trust Cc 





GUY W. VAUGHAN 
President, Curtiss-Wright 
Corporation 


HENRY C. VON ELM 
Vice-Chairman of the Board 


ALBERT N. WILLIAMS 
Chairman, Western Union 
Telegraph Company 
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MANUFACTURERS 
TRUST COMPANY 





Condensed Statement of Condition as at close of business 


December 31, 1945 





Capital. . . . 
Surplus. . . . . 41,250,000.00 
Undivided Profits. . 30,637,360.54 $ 113,137,360.54 


RESOURCES 
Cash and Due from Banks . . . .$ 609,972,505.24 





U. S. Government Securities 1,507,987,636.12 
U. S. Government Insured F. H. A. 

Mortgages. 4,329,535.93 
State and Municipal a. : 33,047,708.67 
Stock of Federal Reserve Bank. . . 2,475,000.00 
Other Securities . 23,302,510.15 
Loans, Bills Purchased and ey 

ROOMS in 8 be 480,489,935.84 
Monteeeeirs ase) sk + + 0, 8,462,693.45 
Banking Houses . . . . 11,471,030.67 
Other Real Estate Equities . 377,726.73 
Customers’ Liability for Acceptances . 5,130,495.28 
Accrued Interest and Other Resources 6,137,691.09 

$2,693,184,469.17 


LIABILITIES 
- $41,250,000.00 





Reserve for Contingencies . . . - 9,391,073.68 
Reserves for Taxes, 

Unearned Discount, Interest, ete. 7,129,420.85 
Dividend Payable January 2,1946. . 1,237,498.20 
Outstanding Acceptances . . . - 5,676,568.46 
Liability as Endorser on Acceptances 

and Foreign Bills . . . . . 726,974.52 
a ae ae 2,555,885,572.92 





$2,693, 184,469.17 


United States Government securities carried at $508,292,492.05 are pledged to 
secure U. S. Government War Loan Deposits of $477,891,759.21 and other public 
Sunds and trust deposits, and for other purposes as required or permitted by law. 


Principal Office: 55 Broad Street, New York City 


69 BANKING OFFICES IN GREATER NEW YORE 


European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
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INSTITUTE ACTIVITIES 








Dallas-Houston Controls Stage 
Successful Joint Meeting 


The second annual joint meeting of the Hous- 
ton and Dallas Controls of The Institute, was 
held at the Adolphus Hotel on Friday, January 
25, in Dallas, Texas. A most interesting pro- 
gram, beginning in the afternoon and continuing 
through dinner and into the evening, was devel- 
oped under the chairmanship of Mr. Henry S. 
Koepcke, a member of the Dallas Control. 

The program opened with an address of wel- 
come from the Hon. Woodall Rogers, Mayor of 
the city of Dallas. Mayor Rogers was followed 
by Mr. Lyman L. Dyer, controller of the Lone 
Star Gas Company of Dallas, who discussed 
“The Ideal Controllership—Its Relation to All 
Departments and Top Management.”” Mr. Dyer 
is chairman of the Committee on Education of 
the Dallas Control and a member of the National 
Committee on Education of The Institute. He is 
a past president of the Dallas Control. 

Following a discussion period covering Mr. 





Baltimore-District of Columbia 
Controls Hold Joint Meeting 
on Labor Problems 


What to do about the current labor sit- 
uation was discussed at the joint meeting, 
on January 9, of the Baltimore and Dis- 
trict of Columbia Controls, in the Lord 
Baltimore Hotel. Sixteen members were 
in attendance from Washington, D. C. 
and a most informative occasion was ex- 
perienced by all present. The speaker 
was Mr. R. C. Simpson of Gilbert Asso- 
ciates, Inc., who has a wide background 
of experience in industrial relations prob- 
lems. This joint meeting was another in 
the series held annually by the Balti- 
more and District of Columbia Con- 
trols. 











Dyer’s subject, there was a short recess after 
which Mr. Ralph Rager, controller of Oil Well 
Supply Company, spoke on “Budgetary and Fi- 
nancial Planning as Related to the Controller's 
Office.” A discussion period considered the sub- 
ject of Mr. Rager’s address, and thereupon a re- 
cess and social period followed. 

Mr Franklin P. Marsh, president of the Dallas 
Control, and secretary and assistant treasurer of 
Southwestern Drug Corporation, presided dur- 
ing the afternoon session. Mr. J. R. Mulvey, 





A RECORD UNEQUALLED 
War Department 
1943 [ Renegotiator 
Every Case Settled Without Appeal 


1944 |] Renegotiations 
1945 Consultant 


Every Case Settled Without Appeal 
HERVEY L. RUSSELL 


Renegotiations Consultant 


Ten Park Avenue 
New York 16, N. Y. 








president of the Houston Control, and assistant 
comptroller of the Humble Oil and Refining 
Company, Houston, was the presiding officer of 
the banquet which heard a feature address on 
“The Challenge of 1946,” by Mr. Ben Woo- 
ton, vice president of the Republic National 
Bank, Dallas. 

Mr. Paul Haase, assistant secretary of the 
Controllers Institute of America, was next 


heard in a report on present activities and the 
future program of The Institute. A program of 
entertainment concluded the second annual join; 
meeting of the two Controls. 





Salary Study Scheduled 
by Seattle Control 


A study of salaries of controllers and 
top accounting officers is scheduled to 
be undertaken, on a voluntary basis, by 
members of the Seattle Control as a re- 
sult of a discussion of the desirability 
of such a study at a recent meeting of 
the Board of Directors of the Control, 
Mr. J. H. Clawson, assistant treasurer 
of Puget Sound Power and Light Com. 
pany, Seattle, will conduct the survey. 














An Announcement of Special Interest to 
Controllers and Financial Officers: 


The Fifteenth Annual Meeting 
of the 


Controllers Institute of America 


will be held in 


NEW YORK 


at 


HOTEL COMMODORE 


on 


SEPTEMBER 15-16-17-18, 1946 


under the auspices of the 


| New York City Control 


Program and Other Details Will Be Released 


as Soon as Possible. 


Mark Your Calendar Now for This First Postwar Meeting 
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PACK UP YOUR PAYROLL TROUBLES 





.«. and send them to us! 


You DON’T HAVE TO be concerned with a lot of payroll 
troubles. Not any more. 


Now you can have your payroll data and related tax re- 
ports prepared economically by the Recording and Statisti- 
cal Corporation. 


All of your payroll operations, computing, listing, etc., 
will be done by us mechanically—on modern, high-speed 
punch card equipment. 


We will provide you with all the completed payroll forms 
you require. For instance: 


Checks ready for your signature . . . or payroll en- 


velopes ready to stuff. 


Lists of Employee Deductions taken each pay day. Listed 
in alphabetical sequence. 


Complete Payroll Registers—detailed data on hours 
worked, earnings, deductions, net pay. 


Quarterly Employee Earnings Statements. Each em- 
ployee’s earnings are tabulated, and totaled. 


Tabulations of Taxable Earnings right on Federal and 
State forms. 


W-2 Forms for employees terminating services, and at 
the end of the year for all others. 


Labor Distribution Sheets, giving departmental reports 
of hours and pay . . . costs distributed to jobsand . . . 


Any tailored set of reports you may requirell 


To compute all this data you need furnish us with but a 
few basic facts. And that is all! 


IN CONFIDENCE 


You can be absolutely certain that your payroll data will be 
held in the same strict confidence as the statistics we pre- 
pare for many of America’s foremost companies. And we 
have been preparing confidential data for more than forty 
years now. 


YOU WILL WANT THIS 
“A TESTED PAYROLL SERVICE TAILORED TO YOUR 
BUSINESS” is an easy-to-read brochure that gives many of 
the answers you will want to know about this wonderful 
service. 


Payroll Service will save you headaches, time and money. 
So send for the booklet now. 


Do you require confidential, statistical tabulations such as these . . . 


Booked Order Analyses 
Expense Distributions 

Fire Insurance Co. Statistics 
Insurance Finance Charts 
Inventory Analyses 






Let us offer suggestions, 
and quote on your work. 
Send the coupon, or ad- 
dress a note to our New 
York Office, and we will be 







NAME 


Invoice Analyses—Price Studies 
Personnel Statistics 

Production Reports 

Public Utilities Bill & Rate Analyses 
Retroactive Pay-Increase Calculations 


send free brochure. ( 


tabulating service. 


Sales Analyses 
Sales Potentials—Buying Power Indices 
Stock Records 
Stockholder Analyses 
Traffic Studies 


RECORDING AND STATISTICAL CORPORATION 
102 Maiden Lane, New York 5, N. Y. 
Yes! ( ) We would like to have further details on the PAYROLL SERVICE PLAN. Please 


) We would like more information regarding your statistical 









glad to lend al the assist- 
FIRM. 
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Cash Payments to Employees 


vs. Check Payments 
By Lee Montellaro 


It is amazing to learn the number of or- 
ganizations throughout the country, and par- 
ticularly in New York State, that continue to 
pay their employees on a cash basis. In com- 
panies where the practice continues of paying 
employees for earnings by cash instead of 
check, it should be the controller’s duty to at- 
tempt to change over the method of paying 
employees. 


It is appreciated that the main objection ° 


to paying employees by checks is the incon- 
venience to employees in cashing checks. Of 
course, during the war it might have been said 
that employees were working long hours and 
did not have any spare time to cash these 
checks. With return to peace-time operations, 
these employees should now have enough time 
to cash checks at banks or neighborhood stores. 
Permission has been granted to numerous com- 
panies by the Industrial Commissioner of New 
York State to pay employees by check instead 
of cash. 


Strenuous objections to check payments will 


be made by union officials and employees. It 
can be pointed out that in numerous instances 
where these same employees received bonuses 
or retroactive wage payments in the form of a 
check, that there were no objections or prob- 
lems in cashing these checks. 

There are numerous checking companies 
that sell checks for this purpose at a reason- 
able cost. These checks have certain advan- 
tages over company checks, although they will 
be printed with the company’s name. Some 
of the advantages are as follows: 


(a) They are supremely safe because they are 
insured. 

(b) Merchants willingly honor these checks, 
employees enjoy great check cashing con- 
venience, a convenience not possible where 
ordinary non-insured checks are used. 

(c) Because of merchant check-cashing facili- 
ties, employees are benefited and therefore 

' pleased. 

(d) Because employees are pleased, the em- 
ployer benefits in terms of employees’ 
good-will. 

(e) If these checks are lost by employees, and 
then forged and cashed by another per- 
son, employees suffer no loss. 

(f{) Numerous chain. stores and independent 
merchants and banks honor these checks. 

(g) These checking companies will assist you 
in educating the employees and commu- 
nity in making this change-over. 


The Metropolitan Life Insurance Company’s 
Policyholders’ Service Bureau has issued a 
booklet ‘Paying Employees by Check,” which 
should be of interest to all controllers. Some 
of the advantages listed in this booklet and 
others for paying employees by check are as 
follows: 


(a) Reduces hazard to employees while pro- 
tecting cash. 

(b) Eliminates temptation. for theft. 

(c) Eliminates disputes as to amounts received 
by employees. 

(a) Reduces personnel and equipment which 
are necessary if employees are paid by 
cash. 

(e) Eliminates lost time by employees, as it is 
unnecessary for them to count the cash 
in their pay envelopes. 

(f) It is more economical for a company to 
prepare checks instead of cash.. In one 
company alone it was estimated that check 


payment would save approximately $300,- 
000 per year. 

(g) Encourages thrift. 

(h) Eliminates loans to fellow workers and 
the spending of money before getting 
home. 

(i) Eliminates loss of earnings through care- 
lessness or theft. Payment can be stopped 
on checks and new checks issued. 


In numerous organizations where payments 
are made by cash, it would be simple to con- 
vert this method into a check payment system. 
The chances are that the machines being used 
to prepare the pay envelopes can be used for 
preparing checks. This will also give the pay- 
roll department more time to prepare these 
checks, as it will be unnecessary to make ar- 
rangements with the bank to deliver the neces- 
sary cash for the purpose of filling envelopes. 
It might also be added that the check paying 
system will avoid considerable overtime and 
headaches to the payroll department, particu- 
larly when holidays occur. 

In conclusion, if industry is going to make 
great strides, here is an opportunity to get rid 
of an antiquated method of paying employees 
and at the same time save millions of dollars 
for companies. 


Base Pay and Pensions 


In connection with the article Pension Plan 
Fundamentals” by Joseph E. Bright, which ap- 
peared in the November, 1945, issue of THE 
ConTROLLER, Mr. Bright received a letter of 
inquiry regarding one statement in his article. 
The statement is included in the following 
letter of explanation which Mr. Bright sent 
to the inquiring reader. Because of its interest, 
Mr. Bright's letter is published in full. 


This is to acknowledge your letter of De- 
cember 6th addressed to THE CONTROLLER re- 
garding the following statement in my article: 


“While the Law provides that pensions -are 
to be based on the compensation paid, the 
Regulations provide that the compensation paid 
shall be BASE compensation and shall not in- 
clude bonuses, over-time, and other payments.” 


I am ready and willing to admit that this 
statement, without any qualifications whatso- 
ever, is not entirely correct. However, my 
experiences in processing plans causes me to 
believe that the statement is far more cor- 
rect than incorrect. 

Two of the plans which I installed in 1941 
based their pensions on the total compensa- 
tion paid, which total compensation included 
base pay, bonuses and overtime. 

When it became necessary to have these 
plans approved, the Treasury Department re- 
quired that base pay only be used in computing 
the pensions and they would not allow the 
use of bonuses and overtime. 

About July of this year, these plans were 
rewritten in order to include some up-to-date 
provisions. Both employers again asked that 
bonuses and overtime be considered. 

In one case a length of service bonus was 
permitted because the Department considered 
this to be a fixed bonus, however, approval 
was not given until it was proven that this 
bonus was not discriminatory. In the other 
case, a limited performance bonus was allowed, 
but the Department made it clear that any dis- 
cretionary bonuses or any overtime payments 
could not be used. 


The Department contends that bortuses an 
overtime should not be used in computi 
ensions because of the likelihood that thes 

muses and overtime will not be paid to fy. 
ture employees thereby creating discriminatory 
benefits. 

Within the past week I was discussing the 
- ati matter with the Revenue Agent's of. 
ce: 

An employer wanted to base his pension op 
a 48-hour week. The Department denied this 
request and stated that the basis must be ; 
40-hour week. The Department contended tha 
they believed a 40-hour week would be a mor 
normal basis than the 48-hour week. They 
also contended that a 48-hour week would pro. 
duce discriminatory results. 

I am inclined to believe, and I base my 
opinion on remarks which have been made 
that rulings of this sort differ in various Reve. 
nue Agent's offices. I happen to know that the 
Buffalo office pride themselves on the strict. 
ness of their rulings. This office contends tha 
they are taking a future view as well as ; 
present view of these matters which. will re. 
sult in sounder pension plans over years to 
come. I must confess, I agree with these cop. 
clusions. 

I am sure you are aware of the following 
published provisions: 


Forbidden. Provisions—Plans are likely to be 
disapproved: 

“Tf benefits are based on total compensation, 
which, because of the inclusion of a bonus, is 
not a reasonable measure of the value of sen. 
ices.” 

Page 4824 
Volume 2 
Commerce Clearing House 


Discretionary Powers in Employer: 


“(d) The right to determine what consii- 
tutes the ‘adjusted salary’ on. which benefits 
are to be based.” 


Page 4819 
Volume ‘2 
Commerce Clearing House 


I do not believe this letter gives you 2 
very satisfactory answer, however, I do believe 
that part of the problem may be attributed to 
the probability that the Chicago office views 
these matters on a different basis than the 
Buffalo office. 

If there are any further questions which 
you have in mind, please do not hesitate 1 
write me. 

Sincerely yours, 
JosePH E. BRIGHT 
December 17, 1945 


* * * 


The 852,000 employees of the nation’s 
cities and towns draw a monthly salary of 
$122 million. 

A report issued by the International City 
Managers Association said that late 194 
saw the:continued decline of local govern- 
ment employees until the total is now at the 
852,000 mentioned. 

Despite the decline in number of em- 
ployees, however, the total payroll has shown 
a steady advance during the last two yeats, 
as illustrated by an increase in payroll in- 
org from 109 in July 1942, to 122 in July 
1944, 

On the basis of figures received from 965 
cities of 10,000 or more population, em 
ployees of four-fifths of the cities work 
tween 38 and 46 hours weekly, as compared 
to 1943, when three-faurths of the cities wert 
in this category. 

* * * 


“We use our potatoes for barrage balloons,” 
—Governor Hildreth, Maine. ‘““We ship outs 
one to a flat car.”"—Governor Gossett, Idaho, 
in debate on spud magnitude. 
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Here’s help 
in speeding up 


your 


‘paper work 


125 












Now, with Mimeograph duplication . : .. 
Sounder, simpler methods of handling Purchasing, 
conse Receiving and Inspection—and Complete Production 
Control. Get full details in free folders. 


of serv 


const. 








benefits i oe 
Ready to come to your desk right now are and distributed so that everyone who needs 
two folders describing how Mimeograph* to know does know when material is ordered, 
inde duplication handles these major business what is ordered, what is received, what is ac- 
ane functions: cepted, what is in the storeroom bins. 
believe 
ted to PURCHASING, RECEIVING AND INSPECTION COMPLETE PRODUCTION CONTROL 
Views . e .e . . e . 
Bhigy The essence of this single-writing method is Here is a production control paper work 
as that one writing on a Mimeograph form- plan that cuts manufacturing costs by get- 
ate 10 topped stencil sheet, produces, on the ting jobs into production sooner and by 
Mimeograph duplicator, a combination pur- preventing errors and delays. 
GHT chase order with receiving and inspection The system set down in detail in the folder 
records. can be precisely adjusted to fit the specific 
ations Each is produced in sufficient quantities needs of every type and size of industry. 
ary of 
1 City -- , 
i IMmeogra UDIICATOFL 
overn- 
at the *MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Patent Office 
Pe eee ee ek eae re re ee meee eee ee ee 
shown 
“a A. B. Dick Company, Dept. Q-246, 720 W. Jackson Boulevard 
a. Chicago 6, Illinois 
Lf Send me literature on the following: 
‘ - [1 Purchasing, Receiving and Inspection 
rk be: 0 Complete Production Control 
pared 
| were 
NAME....... Hite MUM« E> 0 Cdk es HUBER Ad amas 6 areeoMe eee ° 
, GET YOUR FREE COPIES eee oh ee ees 
ons, 
ae BY MAILING COUPON [> GEE 6 ia sje Dail n «+ v4 «nai nce san chs paeald saul , 
COPYRIGHT, A. B. DICK COMPANY CITY Se vale beet eradevbveovceued Hs ee waneawws STATE. ecvecesecseoe 
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February's Controllership Problems 
Through Eleven Busy Years 








The items mentioned here were under dis- 
cussion in February of the years 1934-1945, 
inclusive. 


1934: Possible return to gold standard was 
under discussion with an address by Frank A. 
Vanderlip. .... Improper manipulation of 
corporate assets, and methods of preventing 
it, were discussed by Fletcher Lewis, attorney, 
of Chicago, who described the Illinois Busi- 
ness Corporation Act, which set up new defi- 
nitions and stringent regulations based on 
revelations of past four years..... “Con- 
trollers often become specialists in one or 
more phases of their routine,” said J. L. Vogel, 
of Chicago..... This month’s was first is- 
sue of THE CONTROLLER; an editorial by Mr. 
Daniel J. Hennessy discussed its aims and 
purposes. 

1935: Provisions of Securities Exchange Act 
of 1935 analyzed by Honorable Robert E. 
Healy, member of the Securities and Exchange 
Commission; the Securities Exchange Act of 
1933 became law on May 27, 1933; the Se- 
curities Exchange Act of 1934 became effective 
on July 1, 1934..... Amortization of bond 
discount treated in decision by Securities and 
Exchange Commission analyzed by G. Kibby 
Munson, attorney, of Washington, D. C. 
aye “Added impetus to steady growth in 
the responsibilities placed on the controller 
has been given by federal and state legisla- 
tion and new regulatory measures,” said Major 
J. Calvin Schumberger, president of The Con- 
trollers Institute’; managemement, controller, 
and public accountant form effective triangle.” 

1936: Changes embodied in Revenue Act of 
1935 analyzed by Mr. Walter A. Cooper, pub- 
lic accountant, of New York City..... 
“Budget simply a plan for proper relation be- 
tween activities,” says Mr. Henry D. Minich, 
controller: of the Sonotone Corporation, and 
chairman of the Research Council of The In- 
stitute. 

1937: “Improved corporate accounting due 
in measure to listing requirements of New 
York Stock Exchange,” says Mr. John Haskell, 
secretary of Exchange's Committee on Stock 
ET ar te How to do away with unnecessary 
parent-subsidiary situation described by Mr. 
Andrew B. Young, attorney, of Philadelphia; 
he cited legislative dislike of this relationship. 
.... Arthur A. Ballantine, former Under- 
secretary of Treasury, suggests amendments of 
Federal Revenue Act; he cited the President's 
budget estimates, which set receipts for 1938 
at “the all-time record high of $7,249,000,- 
000"; he suggested amendment of the Un- 
distributed Earnings Tax and a smaller tax on 
capital gains. 

1938: Reorganization of the departments of 
the Federal Government was under discus- 
sion; pre-audit vs. post-audit of federal ex- 
penditures proposed. ... . What Federal So- 
cial ‘Security Act now requires from employer 
discussed by Mr. Herbert A. Ehrmann, of the 
Consolidated Edison Company of New York. 
.... “A Statement of Accounting Princi- 
ples’’ by Professor Thomas H. Sanders, makes 
its appearance; co-authors were Professor 
Henry R. Hatfield of University of California, 
and Professor Underhill Moore, School of 


Law, Yale University; it was copyrighted by 
Haskins & Sells Foundation, Inc., and was pub- 
lished by the American Institute of Account- 


ants; Professor Sanders analyzes its contents 
in address to The Controllers Institute... .. 
Details of constructive industrial relations 
program described by Mr. Harold B. Bergen, 
of McKinsey, Wellington & Company. ... . 
Rumored that Treasury will shortly request 
Congress to abolish the Board of .Tax Ap- 
peals; one controller protests. .... “New 
basic form being prepared for registration of 
securities,” says Mr. Harold H. Neff, director 
of the Forms and Regulations Division of the 
Securities and Exchange Commission. ... . 
New York Stock Exchange gives views on ac- 
counting treatment of inventory losses. 

1939: Controllers study scope and form of 
reports to management... .. Reducing cost 
of audits by cooperation with public account- 
ants is subject of discussion... .. Securi- 
ties and Exchange Commission is reported to 
be making progress in revision of rules affect- 
ing registration of securities, in paper by Mr. 
Harold H. Neff, chief of the Division of 
Forms and Regulations of the Commission. 
. . . . How financial statements may be made 
more illuminating to stockholders and em- 
ployees described by Mr. L. M. Nichols, of 
General: Electric Supply Corporation. .... 
Details of regulations under Fair Labor Stand- 
ards Act described... . . “Definition of jobs 
and standardization of wages build morale,” 
says Mr. Edward V. Mills, secretary of the 
Fireman’s Fund Insurance Group of San Fran- 
ot See ee “Flexibility of Management De- 
nied by Government Regulations,’’ says Mr. 
Henry C. Perry of Heywood-Wakefield Com- 
pany in address in Chicago. .... Nine rec- 
ommendations made by Central Statistical 
Board to reduce reports; they appear in report 
compiled as of December 31, 1938 at the re- 
quest of President Roosevelt... . . “Supreme 
Court leaves unsettled question of taxing gains 
from stock deals,’ says Mr. G. Kibby Munson, 
attorney, of Washington, D. C. 

1940: A controller points out that there 
has been no law, or regulation, or custom 
with the force of law, to establish clearly 
the status of the controller; he adds that until 
the status is thus established, there can be no 
clear definition of the responsibilities and lia- 
bilities of the controller... .. Foreign ex- 
change accounting is described by Mr. Karl 
G. Clement, of Vick Chemical Company. 
.... A letter to presidents of listed com- 
panies by Mr. John’ Haskell, vice-president of 
the New York Stock Exchange, requests that 
certain steps be taken to improve the audits, 
both internal and external, made by control- 
lers’ staffs and the certified public account- 
ants; one of the Exchange’s recommendaticns 
was that the responsibility, authority, and fa- 
cilities of the controller be increased, and that 
the controller should sign published financial 
statements; also report periodically to the 
Board of Directors... .. Mr. Herbert E. 
Holt, controller of the Palmer House, Chicago, 
describes how controllers can work best with 
managements. ... . A sixty-page booklet was 
published by The Controllers Institute giving 
the substance of points brought out in a con- 
ference on war problems arranged by The In- 
stitute. A student prize essay contest is an- 
nounced by the Controllers Institute... . . 
Proper location of a departmental accounting 
office is described in case material published 
in THE CONTROLLER. .... Mr. E. V. Bat- 
teurs, controller of the Industrial Rayon Corpo- 


ration of Cleveland discusses personnel prob. 
lems of the controller... .. By-laws of 4 
prominent company published, dealing with 
office of controller and defining the duties 
and responsibilities of that officer; although 
certain specific duties are named, the by-laws 
state that these definitions are not intended 
to limit the general powers and duties con. 
ferred on him. 

1941: Amendment of Excess Profits Tax 
Act of 1940 advocated by controllers; recom. 
mendations of a committee of The Institute on 


Cooperation with the Treasury Department are ; 


set forth in four-page message to members, 
.. . . Amendments of regulations of the Se. 
curities and Exchange Commission are de. 
signed to ‘‘correct certain difficulties disclosed 
by the Commission’s studies of accountants’ 
certificates’; the revised rules require an ac. 
countant to disclose the nature of his audit 
and to “give a reasonably comprehensive de. 
scription of the scope’; these amendments con- 
stitute material alterations of accountants’ cer- 
tificates, or reports, as the new public account 
ing practice describes them, and constitute a 
sweeping change in practice. .... There was 
no widespread adoption by business concerns 
of the privilege of using the last-in, first-out 
method of valuing inventories for revenue pur- 
poses during 1940; the procedure set up was 
to apply to the Commissioner of. Internal Rev- 
enue for permission to use that method. . ... 
“There is no assurance,” says a prominent con- 
troller, ‘that the forty states whose laws con- 
tain an experience rating section will ever 
operate under this provision”; labor is op- 
posed to experience rating and favors its re- 
peak. eos Dr. Herbert F. Taggart defines 
four ways of financing defense plants. .... 
What financial management should expect of 
the independent auditor is described by Mr. 
Henry C. Perry, of the Heywood-Wakefield 
Company, Gardner, Massachusetts, a former 
president of The Controllers Institute; his ad- 
dress throws light on the subject of the respec- 
tive areas of responsibility of the controller 
and of the public accountant... . . Mr. I. D. 
Dawes, of Virginia-Carolina Chemical Corpo- 
ration, discusses accounting for physical prop- 
erty in manufacturing plants. 

1942: A Committee on Postwar Control- 
lership Problems is named by The Controllers 
Institute. . ..... A bulletin “Accounting for 
Special Reserves Arising Out of the War” is 
issued by the American Institute of Account: 
aNtSy ites The cost to business of the serv- 
ices of public accountants has been reduced in 
recent years by arriving at a clear understand- 
ing between companies and the public account- 
ants as to the programs to be followed in in- 
ternal auditing and in the establishment of 
effective controls, says an editorial in THE 
CONTROLLER. ... . Mr. Franzy Eakin in 4 
special article urges that annual reports 0 
companies be presented in such manner as to 
demonstrate clearly what they mean in terms 0 
people, in language that can be understood by 
ordinary people... . . Mr. Samuel J. Broad, 
prominent certified public accountant, discusses 
the controller's responsibility to private entet- 
prise; he states clearly many of the principles 
which The Controllers Institute has fostered; 
an editorial concerning his paper states that 
his conclusions are forward-looking, and are 
in step with the thinking of the leaders in con 
trollership. . . . . The Federal Trade Com- 
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mission requests from business concerns finan- 
cial and other data, to be set up in special, 
unusual forms, classifications, and breakdowns; 
controllers complain that it is impossible to 
comply with the requests within the time lim- 
its set; this information was sought on behalf 
of the Office of Price Administration, which 
had not been endowed by law with authority 


to require it from business concerns... . . 
The balance sheet treatment of tax anticipa- 
tion notes is under discussion. . . . . Mr 


Walter A. Cooper, certified public accountant, 
discusses a special allowance for new capital 
made under the terms of an important 1941 
amendment to the Excess Profits Tax supple- 
ment of the Internal Revenue code... .. 
Mr. T. Gartrell discusses methods of accruing 
depreciation. . .. . Securities and Exchange 
Commission adopts registration forms for unit 
investment trusts. 

1943: Interpretations of its rules relating to 
proxy solicitation by the Securities and Ex- 
,change Commission indicate that a company 
may make its annual report to security-holders 
in whatever form it wishes, provided it re- 
flects adequately the position and operations of 
the company; but that a statement which com- 
plies with the proxy solicitation rules must 
accompany a request for a proxy; if the forms 
differ, the security-holder will, in any event, 
receive copies of both. ... . Controllers raise 
the question whether employers should carry 
amounts withheld from employees for the So- 
cial Security Tax and the Victory Tax in spe- 
cial bank accounts. .... Mr. Lucien W. 
Shaw, assistant to the controller of Lockheed 
Aircraft Corporation, describes the procedures 
to be followed under the Salary and Wage 
Stabilization provisions of the so-called anti- 
inflation law enacted October 3, 1942..... 
Mr. William’ H. MacLean, of the Curtiss- 
Wright Corporation, Louisville, describes the 
mechanics of handling the Victory Tax. 
.... The paper work under the controlled 


' materials plan is analyzed by Mr. Charles R. 


Simmons, a Chicago management engineer. 
.... Mr. Charles R. Fay, chief of the Engi- 
neering Board of Review of the Controlled 
Materials Division, W. P. B., gives informa- 
tion concerning compliance with the rules; the 

M. P. requires cooperation by controllers. 
.... Mr. W. J. Jacquette, of the White 
Tower Management Corporation, describes 
three major problems which are involved in 
the taking and evaluating of inventories... . . 
Mr. George E. Frazer, C.P.A., gives his views 
of the accounting problems in inventory tak- 
ing and evaluating. .... Mr. Francis J. Cur- 
tis, of Monsanto Chemical Company, states that 
chemical progress points the way to better 
living after the war... .. What a “V” loan 
is, and what guarantee it provides, is described 
by Mr. Roger C. Damon, assistant vice-presi- 
dent of the First National Bank of Boston. 
.... Treasury Department requests The Con- 
trollers Institute to submit to its members for 
the purpose of obtaining their comments a 
plan evolved by the Treasury for allowing 
extensions of the date for filing final returns 
for Income and Excess Profits Taxes, provided 
tentative returns are filed on March 15, which 
would include certain specified information; 
the comments by controllers indicated wide ap- 
proval of the plan... .. The manpower sit- 
uation is under study in various parts of the 
country; a survey shows that the manpower 
supply is adequate, but training and placement 
policies are seriously lacking... . . A man- 
ual for the guidance of controllers in meet- 
ing their responsibilities is published in ‘The 
Balance Sheet,” the organ of the Controllers’ 
Congress of the National Retail Dry Goods 
Association. . . . . Reports to stockholders are 
acceptable to the Securities and Exchange Com- 
mission for 10-K filings in some cases accord- 
ing to an opinion prepared by William W. 
Werntz, chief accountant of the Commission. 
+++. The Technical Valuation Society con- 
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ducted its first annual conference. . .. . Seven 
of the rules under regulation S-X of the Se- 
curities and Exchange Commission have been 
amended in an effort to lighten the burden 
on business of furnishing information. 

1944: Procurement agencies have agreed on 
a uniform article for termination of war con- 
tracts prepared by the Contract Termination 
Board under: the direction of Mr. Bernard M. 
Baruch and issued by War Stabilization Di- 
rector Byrnes, together with a statement of cost 
principles to be applied in arriving at termi- 
nation settlements; the cost principles are 
open for discussion; the article constitutes the 
first step in the program which the Govern- 
ment is preparing. .... The Committee on 
Technical Information and Research of The 
Controllers Institute of America has under- 
taken an inquiry to find out how controllers 
are meeting the problem of what to do with 
old records and files. .... What was re- 
ferred to as one of the most valuable con- 
tributions to the literature of controllership 
that-has been made in many months is an arti- 
cle by Mr. David R. Anderson, controller of 
the Kendall Company of Walpole, Massachu- 
setts, entitled “The Function of Industrial 
Controllership.”’ . . Salary stabilization 
difficulties were still being debated by con- 
trollers..... Controllers are debating the 
question whether a contingent tax liability ex- 
ists on unrealized gross profits. .... Mr. 
James H. Winter, controller of Nashua Manu- 
facturing Company of Nashua, New Hamp- 
shire, discusses accounting for accrued cost of 
exhaustion or wear and tear; he makes an 
effective case for tax-free reserves for accrued 
exhaustion. ... . Mr. Ira Mosher, vice-pres- 
ident and general manager of American Opti- 
cal Company, and president of Associated In- 
dustries of Massachusetts, discusses the con- 
tributions which controllers may make to sound 
personnel relations..... Mr. John Airey, 
president of King-Seeley Corporation, Ann Ar- 
bor, Michigan, discusses long-time postwar 
problems. 

1945: Discussions were being held over the 
last-minute ruling of the Bureau of Internal 
Revenue, dated December 28, 1944, to the ef- 
fect that wages shall be reported in the tax 
return for the period in which they are actu- 
ally paid; previously employers were given 
certain options for reporting information; so- 
cial security and income tax withholdings 
complicated the situation..... Thorough 
preparation of companies’ claims under war 
contracts hastens settlement, Government offi- 
cials point out. ... . What is accomplished 
by the non-necessity certificates which the War 
Production Board may issue under certain con- 
ditions is described for controllers; the certifi- 
cates permit the shortening of the amortization 
period of five years, which was first allowed, to 
the time during which the facilities were actu- 
ally used in the war effort..... Postwar 
labor problems were under wide discussion. 
.... The “why” of job evaluation is de- 
scribed by Mr. Samuel L. H. Burk, job analyst 
for Atlantic Refining Company, Philadelphia. 
.... Mr. N. W. Kurz describes a program 
for processing terminations; he is assistant 
general controller of Wright Aeronautical Cor- 
poration of Paterson... . . Mr. E. B. Oyaas, 
treasurer of the Curtis Companies, Inc., of 
Clinton, Iowa, describes the purposes and ad- 
vantages of a sound organization structure. 
. . . . The letdown in inventory control stand- 
ards, which was noticeable during the war, 
necessitates a new check of control methods 
in anticipation of postwar conditions, accord- 
ing to Maurice E. Peloubet, certified public 
accountant, of New York City..... The 
subject of merit rating is under wide discus- 
SOM swt Members of the Hartford Control 
of The Controllers Institute analyze fourteen 
important points in pension plans... . . Mr. 
Cecil H. Candee, of Tradewell Stores, Inc., 
Seattle, discusses inventory control as applied 
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to the chain store industry. .... At the sug- 
gestion of the Committee on War Contract 
Termination Policies and Procedures, certain 
points relating to the question as to the time 
of the Government taking title to material in- 
volved in terminating contracts, and the rela- 
tion of disposition of such material to con- 
tract settlement, or removal of the material 
from the contractor’s property were included 
in Joint Termination Regulation 15. 


* * * 


Nine Fundamentals Are Listed 
for Sound Social Security 


“1. Benefits .must never be so high as to 
be accepted as a satisfactory standard of in- 
dividual security. 

2. Insurance programs for old age and sur- 
vivors insurance and unemployment compensa- 
tion should not go beyond basic protection, 
and destroy or weaken the desire of the in- 
dividual to raise himself to higher security by 
his own efforts. 

“3. Minimum or uniform benefits set for the 


whole country, by the federal government, are 


neither necessary nor desirable. 

“4, Programs needing administrative flexi- 
bility can most efficiently be handled by local 
and state authorities with a minimum of fed- 
eral domination. 

“5. Programs in which unemployment 
benefits are directly related to employment 
opportunities are best administered by the 
states. 

“6. Public charity should not only be ad- 
ministered locally but the local unit of gov- 
ernment where the public charity program is 


administered should have such share of the 


cost as will retain local interest in economy. 


“7, Programs to provide public insurance 
coverage and reduce public charity should be 


paid entirely by taxes levied on the individ- 
uals to be benefited and not from general reve- 
nues. 

“8. Variations between states in the extent 
of federal financial participations based on the 
state per capita income are not sound. 

“9. The major share of the cost of health 
research and education should be borne by the 
states.”’ 

—''The Montana Taxpayer” 


* * * 
RCA, Camden, New Jersey, refunds 90 per 
cent. of tuition fees to employees attending 


local colleges who maintain “A” grades; 60 
per cent. for “B” and 40 per cent. for “C.” 
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CONTROL MEETINGS 
(Continued from page 120) 











Hudson Power Corporation, acted as discus- 
sion leader at the January 15 dinner meeting 
of the Syracuse Control at the Hotel Onon- 
daga. The subject for the occasion was ‘‘Post- 
war Accounting Economics.” A portion of the 
meeting, which was restricted entirely to mem- 
bers of The Control, was devoted to a dis- 
cussion of membership policy and membership 
eligibility standards. 


TOLEDO 
Topic: JOB EVALUATION 
“Job Evaluation as a Tool of Management’ 
was the subject scheduled for the January 10 
dinner meeting of the Toledo Control in the 
Hotel Secor. The speaker was Mr. R. E. Hibbs, 
vice-president of E. B. Mathewson Company, 
Minneapolis, who read a paper on the subject 
and then led a most interesting discussion. Mr. 
Hibbs developed fifteen points which should 
be considered in evaluating clerical jobs and 
eleven points applicable to hourly workers. 


TWIN CITIES 
Topic: INSURANCE 
At the January 8 dinner meeting of the 
Twin Cities Control in the St. Paul Athletic 
Club, Mr. Alvin T. Coate, president of the 
Insurance Audit and Inspection Company, In- 
dianapolis, Indiana, discussed “Adequate Fire 
Protection and Loss Adjustments.” Mr. Coate 
confined his observations especially to fire 
insurance and related subjects such as “use 

and occupancy.” 


WESTERN MICHIGAN 
Topic: UNEMPLOYMENT ACT 
At the January 9 dinner meeting of the 
Western Michigan Control, Mr. Robert Miller 
spoke on “The Michigan Unemployment Com- 
pensation Act,” held at the Peninsular Club. 
Mr. Miller is associated with the law firm of 
McCobb and Heaney. A question and answer 
period followed Mr. Miller’s talk and members 
were free to bring any questions or problems 
up in connection with the subject. 





Positions Wanted 








A PROFIT OPPORTUNITY 


Certified Public Accountant with heavy 
industrial experience in costs, systems, 
taxes, audits and office management is 
available for position as Treasurer, Con- 
troller or assistant thereto. In thirtieth 
year, aggressive, personable. Minimum 
salary $7000. Box 568, The Controller. 











Credit Manager 
Credit manager with outstanding record and 
reputation in constructive credit management, 
public relations, personnel and sales promotion. 
Address: Box 570, “The Controller,” One 
East Forty-Second Street, New York 17, N. Y. 








WAR CONTRACTORS 
Renegotiation & Terminations 


By Competent Business Consultants—Experi- 
enced in Renegotiation and Termination Pro- 
ceedings While in Government Service. 

FAIR, FAST AND FINAL SETTLEMENTS 


This Will Relieve You of All Burden of Prep- 
aration Necessary for Satisfactory Conclusion. 


H. M. VANDERVOORT 
ASSOCIATES 


Raymond Commerce Building, Newark 2, N. J. 
Phone Market 2-0656 
Out-of-Town Inquiries Invited 
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Fewer Farmers—More Output 


In the period 1909-1914, 35 per cent. of 
the nation’s population lived on farms, and 
agriculture accounted for 12 per cent. of the 
national income. 

Today, 18 per cent. of the population is 
on the farm, and agriculture accounts for 
nine per cent. of the income. While the ratio 
of farm population is down by half, farm in- 
come is down only by a quarter—yet agricul- 
tural output, thanks in part to industry's 
higher output of modern farm machinery at 
constantly lower costs, has been running at the 
highest levels ever. 


% * * 


Department Stores as 
Tax Collectors 


In an address recently made before the New 
England Controllers’ Association, Professor 
Malcolm P. McNair of Harvard, pointed out 
the following in connection with a study of 
the operating results of department stores for 
1944: 


“The most significant point....is.... 
the large contribution which accrued to the 
government of the United States as a result 
of the improved department store performance 
in 1944. Approximately 8Y/,¢ of each sales 
dollar taken in by the department stores, or, to 
put it even more strikingly, roughly 25¢ out of 
each sales transaction, was paid in federal in- 
come and excess profits taxes. In other words, 
Uncle Sam made a quarter every time the cash 
register rang.” 


In another part of his talk, as reported by 
“The Balance Sheet” of the Controllers’ Con- 
gress, Professor McNair said: 


“The final net gain after taxes, that is, the 
actual realized earnings, registered by depart- 
ment stores in 1944 came to about 3Y per 
cent. of sales, a shade under the 1943 figure. 
.... During none of the three years 1942 
through 1944 has the final profit percentage 
for department stores been so high as in 1941. 
In all these years, however, dollar sales volume 
and consequently dollar earnings mounted sub- 
stantially,” 


Again commenting on taxes, he remarked: 


“Generally speaking, the net gain, or net 
business profit figures, were higher than in 
1948, but the percentage amounts taken by the 
federal government in taxes were so much 
greater. than in 1944 that the final earnings 
after taxes tended to be slightly lower for all 
the groups of department stores with sales 
above $300,000 and for the few specialty 
stores reporting tax data. The increase in taxes 
reflects not only the higher earnings but also 
a higher effective excess profits tax rate re- 
sulting from revisions in the Internal Revenue 
Code, as amended by the Revenue Act of 1943. 
It is significant that the excess profits tax 
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typically amounted to more than three-quart 
of the total tax paid. is 

“The smaller stores had their earnings les 
seriously depleted by federal taxes than wa 
the common. experience among the larger en. 
terprises, and they were in a better position 
to benefit noticeably by the increase in the 
basic excess profits tax exemption from $5,009 
to $10,000.” 


Professor McNair closed his address with the 
following: 


“In closing, it may be well to stress again 
the magnitude of the contribution made by de 
partment stores in 1944 to Uncle Sam's coffers, 
Of the $2,294,000,000 sales volume of the t¢. 
porting department stores in 1944, the federal 
government, through income and excess profi; 
taxes took approximately $195,000,000, or 8, 
per cent. Aside from the payroll of 15 per 
cent., the amount paid in federal taxes con. 
stituted by far the largest single piece of the 
consumer's sales dollar. In these war years, 
the spread between. gross margin and total ex. 
pense in department stores has widened 
greatly. In fact, the normal rough correspo 
ence which in times past could be expected 
between the gross margin and total expense 
percentages has largely disappeared, princi. 
pally because over two-thirds of the difenns 
between gross margin and total expense now 
is absorbed by federal taxes.” 


* * %* 


Labor Relations Developments 
Are Forecast 


Ten prospective developments in the labor | 
relations field as anticipated by the Bureau of 
National Affairs, Inc., of Washington, D, C, 
are: 


1. Spread of unionization to: new industries 
and ‘occupations, particularly among white 
collar and supervisory employees. 4 

2. Broadening of management’s latitude in 
the matter of free speech on union matters, 

3. Increasing resort to arbitration in the 
settlement of disputes arising over the admin — 
istration of bargaining contracts. 

4. Strengthening of the legal employment | 
tights of veterans, possibly by the requirement © 
that all veterans, whether or not former em ~ 
ployees receive seniority credit for time spent | 
in the service. 7 

5. Centralization within the Department of | 
Labor of the agencies dealing with labor rela @ 
tions. 

6. Pressure for standardization of wage rates” 
on an industry basis and for industry-wide cok 
lective bargaining. 

7. Demands or guaranteed annual wage | 
plans, severance pay and other forms of pro 
tection against unemployment. id 

8. Increasing attention to health and we 
fare benefits and similar so-called fringe issues” 
in collective bargaining. Gs 

9. Upward revision of the wage floor set bj” 
the Fair Labor Standards Act, along with grow 
ing pressure from labor for a reduction in 
standard workweek below 40 hours. 

10. Abolition or drastic revision of mafy 
wartime incentive pay plans. 


* * % 


In the five-year period ending 1945, fout | 
barrels of oil were consumed for every single 
new barrel of oil discovered. . 
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